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Ottawa, Ontario, 
Friday, May 5, 1950. 


M..O.RyN, 1 iG SESSION 


ARGUMENT BY MR, MacPHERSON (Cont'd) 

THE CHAIRMAN: All right, Mr, MacPherson, 

MR, MacPHERSON: Mr, Chairman, yesterday referring 
to orders in council the question came up as to what 
directions had been given to the Board at any time which 
involved a consideration of economic elements. We dis- 
cussed P.C. 4678, which was the order in council dealing 
with the 21% case. I have gone over that and I do not 
think there is much -- 

THE CHAIRMAN: You say the order in council 
dealing with the -- 

MR. MacPHERSON: Dealing with the 21% judgment. 

THE CHAIRMAN: On the appeal? 

MR. MacPHERSON: On the appeal, yes, and 
referring it back, I do not think there is much, if 
anything, in that order in council which directs the 
Board relative to economic elements, but in P.C. 1487, 
which was the order in council directing the general 
freight rate inquiry, there is this paragraph, and it 
is the fourth paragraph. 

THE CHAIRMAN: What is the number of the order 
in council? 

MR. MacPHERSON: P.C, 1487. 

"The committee also observe that since 

the decision was rendered upon the investigation 

referred to in the preceding paragraphs" -- 

THE CHAIRMAN: What is that investigation? 

MR. MacPHERSON: " -- namely, by judgment of 

the said Board of September, 1927" -- 

That was the general freight rates inquiry of 1927. 
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- 21755 - Mr. MacPherson 
" .. many changes have taken place in the 
economy of Canada, and it is therefore 
advisable that the Board of Transport 
Commissioners for Canada be directed to 
make a thorough investigation of the rate 
structure of railways and railway companies 
which are under the jurisdiction of parlia- 
ment, with a view to the establishment of a 
‘fair and reasonable rate structure which will, 
under substantially similar circumstances 
and conditions, be equal in its application 
to all persons and localities so as to per- 
mit the freest possible interchange of com- 
modities between the various provinces Ria 
territories of Canada and the extension of 
Canadian trade both foreign and domestic 
having due regard to the needs of egriculture 
and other basic industries." 
That direction is one which I suggest -- 
THE CHAIRMAN: That is the usual direction. 
Do you not find that in the older order in council? 
MR. MacPHERSON: I think it is in the old 
order, in.council too. yard atid gt veges ras Ws ew Be Weide = Voto hs ts Mae km 
1927 as well but in any event it indicates to what 
extent the Board is directed to consider this matter. 
THE CHAIRMAN: I think we discussed that 
order in. council before. The language would seem 
to show that the thing to be achieved is equalizatinn. 
MR. MacPHERSON: Equalization, yes. 
THE CHAIRMAN: And that it is the opinion of 
the government that would lead to a free and easy 
exchange of goods between different parts of Canada 


and elsewhere, 
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MR. MacPHERSON; Yes, Mr, Chairman, that is 
right, but actually -- 

THE CHAIRMAN: Section 314 already provides 
for the equalization of tolls under substantially 
Similar circumstances and conditions, 

MR. MacPHERSON: That is right. 

THE CHAIRMAN; The same language. 

MR. MacPHERSON: The same language is used 
there, 

THE CHAIRMAN; " -- in respect of all traffic 

of the same description, and carried in or 

upon the like kind of cars or conveyances, 
passing over the same line or route." 
The Board will have to interpret it. 

MR. MacPHERSON: I realize that. 

THE CHAIRMAN: Here is what I had in mind 
yesterday towards the end of Mr. Cronkite's argument. 
I did not like to delay him on it. We were told, for 
instance, in Vancouver by the person who was then 
giving evidence that in that person's opinion -- and 
I think he was speaking for the Board of Trade of 
Vancouver --~ the Duncan Commission, for instance, 
should not have existed at all, that the Board of 
Transport Commissioners should have conducted that 
sort of inquiry in the Maritimes, and made possibly 
the same sort of report. In their opinion that was 
the kind of work that the Board of Transport Commis- 
Sioners ought to He doing. 

MR. MacPHERSON: I would not agree with that. 

THE CHAIRMAN: That is what is meant by 
economic investigation. It is the kind of work we 
are doing here because we are asked to report to the 


government on the economic question, 


: Soa 


aig he cate 


é dent; singed dan. ie 


si pe kuwad posi: “aRaeytaltoe Somes 
Lana fa tines Cpe te Sey re Seiad lio ‘gat Sate 
aie = ee ar ee iv4 ERA Bie S ey opty Bry 
ol geih to BI FART “yO eee 


_ 7 
: tee ce bs Page gt Ree c —a _ 
syhl etihe (SA? -ONTAMRERO GET 
. sgevensl esting Sal “ven ine 


4 pig fe Bat Canetti he actin wea 
ni . sige s 0.2 iar ig » ea phe. as 
he3eolerobnomaoa, Smee ent *PqORREio6el “cmt 


‘at-s. | SSR vam 


; ‘ a 
Bor EGS air Ree toe are ke ee ae Ps ene ie at iy 
Be hs RAM fi. SRE OG SRE ey eee “ie ae OL) “Say OES o <a 
J he meas a j 6 =x 
Pond ch SI ad ets biake a. BY tae nee gs? By ms noe ey 
aM GO oe a? cre ee f a ~ Ed ou Sa SE. ale ee. Oe y 
i 


4 aes al he a : 
! i —- a 
cies Sed ROPE SC ya eee | a tn et toe rn se: r ee eee sty eye = 
. J . re + ea y, fs) hy ‘ Be? t eye 1 ee vg Atee ‘ tg 
: — i] 


4 


agus ‘ feet h, 4 
Pete ae ee ee ie on ats ee rer ie f 
Pd ia A 98 Uf . +8 ry = ; 05 - Ath oe pee 8 ae : 


5 . or 5 © aie ’ 7 
Pep ee ene so Sc gene te f Wg eh de. aS; OL A PE on eee rae aut " =o 
Wiel bee POOP a (JS ehte oe Pb Sep oe aA eee 7 a : 


—- ay 
ity Alt ee *: hoe 54 hae bie “ ‘Le a re cae ene aa rite Seog THESIS Y ) 
“ 7 o eo 2 ak i Pe + ° 
feaiSidy Mirgty SW + hek po eet rebon- oe et “26a bee 2 


Sates ogy say Aniaeo sty ad eae dep Toa + (BORGHESE i: 


. % . neg) Pee . Oe Pa enator i Pea oes ° 
Sree ag eee Ce ad Pe oe Tiee2 eer cee fe hy Es th ae ie 4 eg OR “wy Salvia an F 


bn wit Ca" tech” Sas 4h¢ Sa td eege Sew al Ea Ss 


: a A A tc oe at oat a“ + we aoe Bois 
Bae tHe aa Se hep leio” lal “eg “ae Vee ax yA Hey 


Motgwscd ode aes iy tes pers ree ved! sen bbuods 


lyedstydevition (aves bredie end ted iaiON’ Huogenery | 


uiddes@og ebb ina Ses sees leet Ce QEEapRL “To- =a 
row fedde aothheo wed +) Modan Fo eter “Saide “ 
ong tees =P) y aca Ie fe sey a feet! “Seg ) She eee aro: be: a iiscadyg ee 


Sovdy dati sitgy dana? Meee: ot 
‘sige tet 1g teas SE scion 

ee aCe ito E it aig Radereate 

eg -of Senge “ot Chae ea pa eee 


+ 


ee Mr, MacPherson 


MR. MacPHERSON;: I think the Board of necessity 
has all the information concerning the economic element. 
| THE CHAIRMAN: They have told us that they do 
not, 

MR. MacPHERSON: They have told us that in 
certain cases they do not, but on the other hand I 
Suggest that in the case I cited to the Commission 
yesterday -- 

THE CHAIRMAN: Demurrage. 

MR. MacPHERSON; Demurrage -- that they were 
considering that. 

THE CHAIRMAN: We will have to examine that. 
It is not much to find after forty-seven years; The 
demurrage case is rather peculiar because of its nature, 
is it not? I have not read it yet but just from what 
you told me -- 

MR. MacPHERSON;: I read parts of it to your 
lordship. Then there is this order in council which I 
think is framed in the broadest terms in the matter of 
direction to the Board. If I may go on, Mr. Chairman, 
I was dealing at page 39 with expiry rates and special 
rates, I have put them together. 

THE CHAIRMAN; What page? 

MR. MacPHERSON: Page 39. 
Expiry Rates and Special Rates 

Evidence with respect to the special 
expiry tariffs on seed was given at Winnipeg in a 
joint submission of Seed Growers organizations of 
the Prairie Provinces and is to be found at pages 374 
to 634 of Volume 4. Evidence was given on the special 
purebred livestock rates and exhibition rates at 
Regina by the Saskatchewan Stock Growers Association 


at page 1066 of Volume 6, and by the Saskatchewan 
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- 21758 - Mr, MacPherson 
/Beooders Association in its brief -- pages 948 to 975 of 
Volume 6. The position which the province takes is 
clearly set out at pages 77 and 78 of the Saskatchewan 
Submission Exhibit 128. 

These rates, which in many instances have 
been in force for many years in the country for some 
specific purpose, should not, we submit, be allowed to 
expire or be terminated merely at the whim of the 
railways. In the case of the seed grain rate that 
was a rate that was renewed year by year, but it was 
taken for granted that it would be removed each year 
although there was an expiry date in it. Ultimately 
it expired and was not renewed. In so far as the other 
rates, the special rates, they had been in force for a 
number of years. If a rate of this nature has been in 
force for a period of say five years or more then, in 
our view, before it could be discontinued there should 
be consideration by the Board and inquiry as to all 
circumstances and relevant factors thereto. The 
railways should not by ex parte action secure termina- 
tion of rates which were established for a particular 
purpose and upon which certain industries rely unless 
and until the Board is satisfied that due notice has 
been given to all interested parties that the railways 
propose to terminate the rates and an inquiry is held. 

In connection with both of these,notice was 
of course given but what we suggest is that an inquiry 
be held in any event by the Board in those cases where 
the rates have been in for some time. 

I do not think that this requires an amendment 
to the Act, but I do think that it should be dealt with 
by regulation of the Board. I feel that the Board's 


regulations are due for revision. Revised regulations 
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can and should cover a great many points which would 


make unnecessary actual amendments of the Act. 


(Page 21760 follows 
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I would like at this time again to appeal to the 
railways for reconsideration of the various increases they 
have imposed recently. 

I am putting this in under instructions. I realize 
that the commission can do nothing about it. 

THE CHAIRMAN: Would you repeat that, please? 

MR. MACPHERSON: I would like at this time again to appeal 
to the railways for reconsideration of the various increases 
they have imposed recently. It would appear that in the 
case of exhibition rates they are now at a prohibitive level, 

COMMISSIONER ANGUS: On what principle would the board 
be expected to act in deciding whether such rates might 
or might not be raised? Would they give consideration to 
the degree of interest involved or to general economic 
consequences? 

MR. MACPHERSON: I think they would have to give some 
consideration to both, because really in connection with 
each, the reason for the existence of the rate was to be 
found. in the matter of seed grain, for instance, the 
purpose of the rate was to encourage better seed in the 
country, and in the matter of purebred livestock, similarly, 
it was to encourage the raising of pure bred livestock. 

THE CHAIRMAN: You are talking of rates fixed by the 
railways? 

MR. MACPHERSON: By the railways, yes. 

THE CHAIRMAN: Yes. 

MR. MACPHERSON: And in the case of exhibitions, I 
think it is apparent that the purpose was to encourage, 
through these fairs, the population generally interested in 
agriculture, in improving their herds and improving their 
cattle; so that there would be public interest, general 
interest, and as well there would be economic conditions. 


THE CHAIRMAN: By purpose, you mean the railways' 
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-21761- Mr. Macpherson 


purpose? 

MR. MACPHERSON: Yes, the railways' purpose. I think 
undoubtedly the purpose of the railways was to assist the 
agricultural industry in the country. 

THE CHAIRMAN: That is quite a legitimate object of 
the railways to have? 


MR. MACPHERSON: Yes. That is right. 


THE CHAIRMAN: What you say is that once they have 


put in a rate of that sort, they ought not to be allowed 


to repeal-it. 


MR. MACPHERSON;: Ex parte, without the board being 


satisfied that it should be repealed. 


THE CHAIRMAN: All right. Will you proceed? 


MR. MACPHERSON: Yes. 


_The Long and Short Haul Clause. 

The Commission will expect some statement 
from me on behalf of my Province on the issue 
elaborated in evidence by Alberta. It has been made 
quite clear to the Commission that discrimination of 
considerable magnitude does exist in our freight rate 
structure as a consequence of lower water compelled 
transcontinental rates in effect to Pacific Coast points 
than the rates on the same commodities moving a sub- 
stantially shorter distance to points in the Prairie 
Provinces, As the levels of rates applicable to 
coast and interior points vary in relation one to 
the other the points at which these rates equalize shift 
but there are always found numerous examples of rates to 
prairie points higher than obtain for the carriage of the 
Same commodities the greater distance to the Pacific 
Coast. 

The water compelled rates to the Coast are of 


course competitive and I should therefore like to call 
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attention to the submission of Saskatchewan regarding 

this class of rates, Competitive rates and the position 

of this Province in regard thereto are dealt with in 

detail in Part III of Exhibit 128, at pages 84 to 88 

inclusive, Briefly, the position there taken is that: 

"As business enterprises the railways 

should retain some freedom to meet legitimate 
competition by instituting competitive rates, 
Subject to investigation and approval of the 
Board of Transport Commissioners. It would 
seem that the investigation should be aimed at 
determining authoritatively the validy of the 
claims upon which the rate was based, the 
effect on rail revenues and particularly some 
affirmative assurance that the traffic involved 
will not be carried at a loss. It is not the 
desire of the Province at this time to draw up 
a formula which should be followed, but to 
clarify the views expressed above it is 
suggested that a competitive rate could be 
instituted by the railways and filed with the 
Board together with all data supporting the 
alleged necessity for its institution. A 
reponsibility would then rest on the Board to 
investigate, within a stated period, the validity 
of the data so presented and determine the de- 
sirability or otherwise of allowing the rate 
to continue in effect. Implicit in the 
foregoing is, of course, a review and deter- 
mination on the basis outlined of the propriety 
of existing competitive rates." 

Pater xii bit) 128.) In the view of Saskatchewan, 


transcontinental water competitive rates should be 
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subjected to these tests and procedures. Indeed, 
because of the importance of the long and short haul 
discrimination which inevitably follows from the 
institution of such rates it is our view that the most 
careful review be given to them by the Board and that 
such review should be a constant one in order to 
determine the continued necessity therefor. 

The Province of Alberta has brought sharply to 
the attention of the Commission in its long and short haul 
submission an important element in our present freight 
rate structure which points up the manre in which geography 
imposes upon an inland area a greater burden for the 
maintenance of the national transportation system than 
mere distance justifies. And this is vitally important 
-- even with the most rigid control practicable of those 
competitive rates which create long and short haul dis- 
crimination there will still remain important discrimin- 
ation against the prairie provinces as compared with the 
transcontinental rates to the coast, Thus, it is seen 
that having reached the limit of what can be done in 
this regard within the rate structure itself, some further 
device is necessary if an equitable distribution of the 
burden of maintaining our railway system 1s to be 


achieved, 
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We quite realize that so far as water compelled rates 
are concerned, they are competitive rates and naturally will 
exist. Perhaps the difference between uS and Alberta is 


not that we do not regard the problem as there but so far 
as we are concerned, as I suggested yesterday in the matter 
of competitive rates, we say as we have said here that the 
board should investigate; and when the rate is applied for 
there should be supporting data. Then it should only remain 
gm roree 11°10 is established to the satisfaction of the 
board that it is a just and reasonable rate and one that 
Should remain in force. We are asking that all these rates, 
including the transcontinental rates, be reviewed. 

THE CHAIRMAN: Is the gist of the objection to these 
transcontinental rates this: because of their existence at 
a low level, the railways have to ask for higher rates for 
local traffic? 

MR. MACPHERSON: That is one of the reasons. 

THE CHAIRMAN: That is the only one? 

MR. MACPHERSON: That is right. 

THE CHAIRMAN: As a remedy, you are not asking that 
those transcontinental rates be raised? 

MR. MACPHERSON: No. We are not asking for that. But 
we are asking that they be reviewed and investigated by 
the Board of Transport. 

THE CHAIRMAN: To see whether they are necessary? 

MR. MACPHERSON: To see whether they are necessary. 

THE CHAIRMAN: As competitive rates. 

MR. MACPHERSON: That is right; because the result of 
the rates being low is that the rates are consequently higher 


to prairie points such as, for instance, Regina, Edmonton, 


Calgary and Winnipeg. 
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THE CHAIRMAN: Yes. If you have any grievance, that 
isp what it is. 
MR. MACPHERSON: That is what it is. 


(Page 21766 follows) 
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THE CHAIRMAN: You are not satisfied that 
these transcontinental rates are really justifiable at 
their present level? 

MR MACPHERSON: No; we say that the trans- 
continental rates should come under review and examination 
by the Board. 

THE CHAIRMAN: It may be possible to increase 
them without losing the traffic. 

MR MACPHERSON: That is right. 

THE CHAIRMAN: I see. 

MR MACPHERSON: Developmental Lines 

I would call the attention of the Commission 
to the evidence given at Regina by Mr. Brockelbank, the 
Minister of Natural Resources, the representative of 
the "Fill the Gap" Association and by the Rural Munici- 
pality of Coulee. This evidence dealt with railway lines 
in Saskatchewan, extensions of which were suggested or 
which had been promised and where gaps existed that 
pmeuldepe (filed .* Ofrthe ilinesdn the northern pare of 
the Province, many are in the category of development 
lines, keeping in mind particularly the fact that the 
Precambrian Shield runs through that part of the country 
and that mineral development is almost certain to come. 

THE CHAIRMAN: When you speak of the lines in the 
northern part of the province, you mean those already 
there, do you? 

MR MACPHERSON: Not only those that are already 
there but those that are projected. 

THE CHAIRMAN: Projected now by the railways? 

MR MACPHERSON: Yes, or that have been. For 
instance, Mr. Chairman, in the programme during the 
twenties, when projects were undertaken by the railways, 


there was a great deal of building going into northern 
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Seskatchewan and planned and approved which was never 
proceeded with. Now, it may be that there will be 
development in that country north of North Battleford, 
north of Prince Albert, which will mean from the aeands 
point of mineral development that lines should go in. 
inere are all sorts of possibilities in that country, and 
perhaps not in this generation but certainly sometime 
they will be developed. 

The other cases dealt with the desirability of 
completing gaps and providing service. As the situation 
now stands with many of these lines, there is no agency 
to whom complaint can be made by local residents who may 
feel that they have a grievance. 

THE CHAIRMAN: The kind of grievance you mean 
tepuie delay in the building of .them; is that 1t? 

MR MACPHERSON: The delay in the completing, 

Or the delay in filling the gap. 

Surely any group of citizens who feel they have 
a, grievance in this connection should have a forum to 
whom they could take that grievance. In order that such 
2 forum be established we recommend amendment to the powers 
of the Board to read as follows -- now, this is an amend- 
ment to the powers of the Board: 

"Ndd the following to section 33(1):"--- 

THE CHAIRMAN: Just a moment. 33(1) in the Act 
now? 

MR MACPHERSON: Yes, my lord. 

THE CHAIRMAN: That is the Act that gives juris- 
diction. 

MR MACPHERSON: That is right, my lord. 

THE CHAIRMAN: "The Board shall have full juris- 

diction to inquire into, hear and determine any 


application by or on behalf of any party interested," -- 


- a ia i Bete. ; 
SOV. 25%, GO, he feet woes & one “henmntg Sa bites 


a0 we Moths fede, Sc yogis owt: erie 


Poatsisacd sr88 to, dicen, erdmaa doh ae ee 


. ~ptet]e SAg? Nee Aeon Iffw. rit? ctw Pes te Ore onde te 


7 
Mt: gn hitods eon io teat: Iagmgetaver Levonte Te4 shi 
a 4 J 5 ? » De 
I w& eS ae ; to Gere — ¢ aa tie a « y ‘ie 
Bae ~  eiuiee- trot: ai Gecstiidiaeey te seros Tes) ores) wane 
sh) dures wi aledtan Jud ooteethnieg- 2d RE rer oecienit 
f : : y 
oS a a +e af mn " i 
faigniarel ad. SLhw yoda : 
F a 
r. a i - P r 7) A t - is fe ‘ 94 inte ; . 
roiy ef iwSe"aeD: att: GIP Jism ae Tange ait; . ae ey, 
MO. POUT TR. SAT ee otse OA lh yor las “eee gi Tod of quintile ; 
: . 
y : mse i ale. La _, ad ‘ - : i ey : 
Cons ve et shude. eoarl, sagt ite gasm. Shee eee — 
van ™ iy . . . : £ ” ’ * “4 i. 
: + = 
¥ ‘ 5 t 3 : by Oi" oe | f 1 30% hiss 1 : ¢ Eee Gry oa 2 ; 
4 7 7 
a ™ ‘ ‘ U 
i PSG) 4 Ad % ta 1 oe sf L sed ? id 
a) 
, ae 
, ° S @ ¥.14) . 
Ivem : ; Q pat APL AS ats ae 
3 es Be GHATS ry bee ole r Vite: oie a a 
‘e a 3 7 Fy = i" , 
= i 
pon rw 4 - 
oe Ses pela , ms = at : VRE Cae Ae es 
J | ~ 
e rt - d ie i { 2 ; + x 1) 7 
\ a : mee L 1 kl fi bom he {AE oe 
a i 
7 
: F ‘ r = i? m . 
Vv J & ‘ I : gt “oe 7: 5 J Ee oe | h Vis Ye oa APs a 
saat ie 4 ih 5 _aee 
we 
é " > as I. © & 5 a 
Lest ed at Oe MOS Fs WFO te CY fl SORIV 2 eB 3 i my ; 


Aisi Ww. Tey es + pa be Hosts on Pier GOOG. tt. LF ‘feed Bie, eugh, 2 ine FO - ests ; 
Btn By cig: pWor --—. BWoGs ay Be, faery ct basing: ak + Yo. : 
. DES OR suit’, to Sree Sah’ sG4 Sem eae 
’ aes 

iP yeh. fac toee od gobmad Lom ads. bbe" 


fPLE: «.tekoon s Pav: - MAMATARD Mer 


: (Pigs: Viti BEY: HOS HIE DA. Ba. é ie 7 
| “RiGHG. 24 vig. todd, teh odgredo rete, MAMI ag SHES. s} 

; | edi Sears Rs dat a Mimaeie ii Ae 
Solas, > LS as owt (4 pais Hgems viet | sieaarcasip Spies. 
‘eo tena bu," ea enaipat.< mst 


ts hk & Pets 


a ~pedgetetas - lini nagy By for ed 
| | Pan x ' a 


ts 7. TC | 


- iat 


mel TOG 
Mr. MacPherson 


Now, you would add this. 

MR MACPHERSON: "(c) requesting the extension or 
completion of a railway line or lines into or through 
a new or proven area, and, on the determination that 
the extension or completion of such line or lines 
Shows reasonable promise of making a contribution to 
the local or national economy, may recommend the 
extension or completion of such line or lines; such 
recommendation may be made to a railway company or 
companies or to the Government of Canada." 

THE CHAIRMAN: Do you think you would be getting 
very much further ahead by your recommendation: 

MR MACPHERSON: Well, maybe not; I don't know 
that you would; but I do not feel like asking the railway 
companies to subject themselves to--- 

THE CHAIRMAN: That may be. I am not reaching 
out for jurisdiction, but it may be that is the kind of 
recommendation we would be expected to make as a result 
Oleunne InduLry, may it: not? 

MR MACPHERSON: It might be, my lord, yes. In 
any event, there is a situation there that exists certainly 
in our province, as the evidence showed. 

THE CHAIRMAN: I could understand if you were to 
say that this Board should order the railways to do this 
and that. 

MR MACPHERSON: Well, we have not gone that far, 
my lord. 

THE CHAIRMAN: You ask them simply to recommend 
to the railways to do it. 

MR MACPHERSON: That is right. 

THE CHAIRMAN: And you have already recommerm ed 
to the railways to do it, and perhaps interested people 


like Members of Parliament and so on have recommended to 
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the railways to do it. Would another recommendation be 
very useful? 2 

MR MACPHERSON: Well, we could strengthen that 
and have the Board make an order; but I have not gone 
that far in the suggestion. 

COMMISSIONER ANGUS: Mr. MacPherson, are you 
contemplating that the railway should be under some 
increase of moral pressure to deviate from the principle 
Mr. Fairweather explained, of expecting a developmental 
line to show a reasonable prospect of repaying the railway 
the interest on the construction cost and all the rest 
Of 107 

MR MACPHERSON: No; I think his proposal would 
be fair, and we have that -- "shows reasonable promise of 
making a contribution to the local or national economy." 

THE CHAIRMAN: You want the Board to be satisfied 
that there is a reasonable promise. 

MR MACPHERSON: That is right. 

THE CHAIRMAN: Suppose you do satisfy the Board, 
you still would have to satisfy the railway. 

| MR MACPHERSON: Yes, Well, I quite realize that 
all that is in here is recommendation, but I hesitate to 
provide in here that there be a mandatory order made by the 
Board. 

COMMISSIONER ANGUS: There are two distinct 
reasonable promises. One is the reasonable promise that 
Mr. Fairweather mentioned, because of the financial return 
to the railway, and this is a reasonable promise of a 
contribution to the local or national economy. Now, those 
are not identical. 

MR MACPHERSON: Yes, but they would have to be 
wrapped up with one another. I cannot see that there would 


be a real reasonable promise of a contribution to the local 
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or national economy unless it was going to be reasonably 
remunerative to the railway. To my mind the two would 
have to hang together. 

COMMISSIONER ANGUS: Well, would you modify this 
to the extent of suggesting that the line should be built 
without any pressure on the freight rate level to reimburse 
the railways? 

MR MACPHERSON: I am not sure that I understand 
your question, Dr. Angus. 

COMMISSIONER ANGUS: Teeablea etee ety that the 
Board asking a railway to construct a line involved some 
detriment to the railway's revenue prospects, it might 
not unreasonably be expected to make good that detriment 
by authorizing some increase in freight rates in general. 
Now, if there could be no question about that, then the 
advice could be given or the request could be made only 
on the expectation that the developmental line would be 
financed on the existing--- 

MR MACPHERSON: I do not think, Dr. Angus, that 
there should be any effect on the general rate structure. 
pO far as the building of the road itself is concerned, 
the building of a developmental line, the mere return 
from the line itself could not be expected to pay for the 
line, but there would be probably the long haul -- what 
would come off that line would have to travel over the 
lines perhaps for a great distance. I have in mind 
Northern Saskatchewan; if there are these development 
lines, then anything that comes off these lines will have 
to travel not only over the length of the line that is 
built but will have to travel over 2 great deal of other 
road of the railways. 

THE CHAIRMAN: Is not the theory behind the 


building of these developmental lines that eventually they 
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will pay their own way? 

MR MACPHERSON: Yes. The theory is not only--- 

‘THE CHAIRMAN: Mr. Fiirweather gave us to under- 
stand that. 

MR MACPHERSON: That is quite right; but I do 
not think even Mr. Fairweather went so far as to say that 
they would pay their own way in the returns on the tonnage 
on the spur itself,from the branch line itself. It is 


keeping in mind the long haul or the length of haul--- 
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THE CHAIRMAN: All considered, they would 
turn out to be profitable eventually, isn't that it? 
MR. MacPHERSON: That is right, they will 
be feeders to the main system. Now, my time is just 
about up and there is one section I would like to read 
before I close, and I ask that the rest of it be taken 


into the record. This is on the Hudson Bay Railway. 


The AUDSON BAY RAILWAY: | 


The Hudson Bay Railway, with a mileage of 
approximately 510 miles extending from ™he Pas to Churchill 
is of great interest to the people of the Prairies. It 
should be kept in mind that in respect of this road and 
its construction, while the cost of construction amounted 
to $57,011,834.51, of that sum $42, 257,640 had been 
deliberately set aside for its construction and came, 
not from the Exchequer of Canada in the usual way, 
but from the proceeds of monies received from homesteaders 
who took up pre-emptions. (See pages 1205-06, Volume 
7 of the Record). In certain areas of the West, the man 
who filed on a free homestead was entitled to take a 
pre-emption or an adjoining quarter section at a cost 
to him of $3.00 per acre. This money was set aside 
for the construction of the Hudson Bay Railway. The 
people of Western Canada felt that it offered to them 
the nearest approach to the seaboard. Having regard 
to the fact that money from western lands was being 
applied for this purpose they were not satisfied until 
the railway was completed. The road has been completed; 
harbour facilities have been installed at Churchill; 


terminal elevator facilities exist there, and it is felt 
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in Western Canada that a full scale test has not been 
made of the road to establish it as an outlet for either 
export or for imports. 

Now, on that question of a full scale test, 
the question came up before of what was a full scale 
test, and we have been urging those who are directly 
concerned, to make available and we had hoped it 
would be made available before this; but I will under- 
take to file with the Commission what they regard as 
a full scale test, because the Commission will remember 
that before the Commission at Regina that question 
arose, 

THE CHAIRMAN: I saw by the papers that the 
Hudson Bay Railway Association were in Ottawa. 

MR. MacPHERSON: Yes, they were in Ottawa 
just recently. 

THE CHAIRMAN: They interviewed the Government 
with a view to having what you call a test here put 
into practice. 

MR. MacPHERSON: They interviewed the 
Government and made a submission to the Government, 
and I have a copy of the submission here as made. I 
am not filing it unless the Commission would like to 
see it. It does not define full scale test in the 
sense that I think it should be defined so far as 
the Commission is concerned, but they deal with the 
general story and the submission has been made 
recently. 

THE CHAIRMAN: Perhaps it wouldbe profitable 
to you to let us have it. 


MR. MacPHERSON: I will file this as a copy 


of the submission. 
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THE CHAIRMAN: There is already some material 
that you have given us at Regina. 

MR. MacPHERSON: That is right, I will file 
this copy of the submission that was made to the Prime 
Minister by the Hudson Bay Route Association. 

THE CHAIRMAN: All right. 

MR. MacPHERSON: The Province of Saskatchewan 
is vitally interested in this Railway, and respectfully 
urges this Royal Commission to recommend a full scale 
test of the road to ascertain and determine the part 
that the Hudson Bay Route should play in the transportation 
system of the country. I might remind the Commission 
in this comnection of the evidence given by Mr. MacNeill 
in Regina, which is to be found at pages 1203 to 1231, 
Volume 7 of the evidence. 

I would ask that what remains of my written 
Submission be taken into the evidence. 

THE CHAIRMAN: On existing charters, are you 
asking that the railways be compelled to carry out the 
existing charters? I don't know, I haven't read a oe 

MR. MacPHERSON: Yes. 

THE CHAIRMAN: Yes, you have an amendment. 

MR. MacPHERSON: There is an amendment, 44A:- 

"Me Board shall within one year of the 

coming into force of this section review the 
charters, operating rights, leases and 
corporate form of all railway companies 
owning or controlling but not operating any 
line of railway in Canada and, considering 
the public interest and the desirability of 
simplifying the corporate form of railway 


systems in Canada, shall report to Parliament 
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and shall recommend such legislation as the 
Board may deem necessary and equitable." 

THE CHAIRMAN: Then, does that amendment mean 
that you have in view lines already built or existing 
or those not operated? 

MR. MacPHERSON: Yes, it means lines already 
built. 

THE CHAIRMAN: Only? You see, you say:- "Review 
the charters, operating rights, leases and corporate 
form of all railway companies owning or controlling but 
not operating any line of railway in Canada...". 

MR. MacPHERSON: Yes, well, at this time there 
are a great many, as the evidence showed, both in the 
Canadian National and the Canadian Pacific, a great 
many companies that are in existence. 

THE CHAIRMAN: Now, they are lines that are in 
existence. 


MR. MacPHERSON: They are lines which are in 


existence. 
THE CHAIRMAN: And they are not operating? 
MR. MacPHERSON: Yes, they are operating. 
THE CHAIRMAN: You say here: '"....owning and 
controlling but not operating...". 


MR. MacPHERSON: That is, the railways are 


not operating. 


THE CHAIRMAN: Somebody else is operating 


them? 
MR. MacPHERSON: Yes, somebody else is operating 


THE CHAIRMAN: Yes, I See. 
MR. MacPHERSON: They are being operated by 


one of the other systems. 
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THE CHAIRMAN: When you say:- 
".,..considering the public interest and 
the desirability of simplifying the corporate 
form of railway systems...." 

is that by amalgamation of these lines with the parent 
company? 


MR. MacPHERSON: That is right 
EXISTING CHARTERS: - 


In the course of evidence, and particularly in 
the course of my cross-examination of Mr. Liddy, at page 
17205, Volume 89,it would appear a great number of inde- 
pendent companies are being maintained in the Canadian 
Pacific system. In my cross-examination of Mr. Cooper at 
page 18856A and following pages in Volume 101, it appears 
that in the Canadian National system there are likewise 
many companies being maintained as entities. Undoubtedly 
the reason for this in many instances is to continue 
charters operating the rights and leases already in exi- 
stence and it would not appear in the public interest 
that this should continue without some check to ascertain 
whether the commitments made by the railways, in con- 
sideration of which the charters were granted, are being 
discharged. In some instances, it may be that the 
existing corporate entities are maintained in order to 
preserve tax exemptions which were accorded individual 
companies in early days. In the interests of the 
communities through which these roads operate, there 
should be a complete review of these charters, operating 
rights, leases, etc. The Board should have power to 
do it and it is distinctly in the public interest that 


this should be done. We suggest as an amendment the 
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following: Add the following section after Section 44:- 

"44, The Board shall within one year of the 
coming into force of this section review 
the charters, operating rights, leases 
and corporate form of all railway com- 
panies owning or controlling but not 
operating any line of railway in Canada 
and, considering the public interest and 
the desirability of simplifying the cor- 
porate form of railway systems in Canada, 
shall report to Parliament and shall 
recommend such legislation as the Board 


may deem necessary and equitable." 
GRADE SEPARATION: - 


The Province of Saskatchewan is notgenerally 
favourable to the amendment sought by the railways in 
respect of grade separation safety devices. The Province 
is not opposed to the percentage paid by the fund being 
increased from 40 to 70 per cent, but feels this should 
be done only if the annual contribution to the fund is 
increased proportionately. As to the ceiling of $100,000 
being removed, Saskatchewan is opposed to this as it is 
conceivable that large and expensive projects in Eastern 
Canada would wipe out the whole fund or a great portion of 
it if there was no ceiling. The Province is likewise 
opposed to any amendment which will enable the railways to 
avoid responsibility of enlarging existing Subways some 
of which were erected to suit the convenience of the rail- 
ways more or less as temporary affairs and which have never 
been put in proper shape. In construction of subways or 


over-passes on the Prairies, the requirement that the 
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existing crossing be completely abolished is difficult to 
meet with municipal control always to be considered. This 
results in many instances in the complete defeat of the 
province's right to participate and the whole cost is borne 
by the Province. 

The Province is likewise opposed to changing in any 
sense the responsibility of the railways as of any given 
date, and feel that the present provisions should apply. 

The Province does not regard the extra use of the highways 
as any argument in favour of the railways' contention, as in 
the last analysis the danger is created by the trains 
running on the road. The fact that more people are 

affected does not in any sense mean that the danger is nace 
still occasioned by the instrument of the railways. 


Our views are in line with those of Manitoba. 


REPARATIONS : 


The Province of Saskatchewan is not favourable 
to provisions being made for reparations or repayment of 
freight paid as requested by the Canadian Manufacturers ' 
Association. We do not regard repayment, under these cir- 
cumstances, as repayment to that individual who pays the 
freight, and we can See no reason why the Canadian Manu- 
facturers! Association should be repaid monies that it 
has already received from consumers in Western Canada. While 
there are cases where properly there might be reparations, 
in too many instances, if provision was made for reparations, 
payment would be claimed by and made to the shipper who 
had already in his price collected the higher freight rate 


from the consumer. 


CROW'S NEST RATES: 


The evidence and argument of Saskatchewan and the 
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adjoining Prairie Provinces on this question is on the 
record in Volumes 104, 105 and 108. ‘The Commission's 
attention is directed at this time to these Volumes and to 


page 91 of the Submission of Saskatchewan (Exhibit 128). 
C.N. - C.P. CO-OPERATION: 


Saskatchewan adopts the argument of Manitoba on 


this subject. 
TRUCK REGULATION: 


Our position with respect to this matter is 
embodied in the amendments to the Transport Act which we 
have proposed. 

I would suggest Mr. Chairman, that all Saskat- 
chewan's proposed amendments be taken into the transcript 
at the conclusion of my portion of the argument in order 
that they may be available for the easy reference of the 


Commission 
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I do not think that there are any more coura- 
geous people in Canada than the people of Saskatchewan. 
I do not think that anywhere you will find people more 
loyal to their Province, more determined to carry on 
and more convinced as to the fertility of the soil and 
of certain general advantages that the country affords. 
However, having regard to what I have said as to location 
and distance from markets, and distance from sources of 
supply, the keen competition that exists in world trade, 
the fact that we are so close to the great republic to the 
South which presently is encouraging production on the 


land in so many ways; all of these considerations together 


; say = hat 


& 


> 
~ 
y 
t+ 
23 
~/ 
ad 


- 


ra 


~ BLTOO. « Mr. MacPherson 


with the fact that we are so completely dependent on rail- 

ways as a means of transportation in and out causes us 

to regard the future with anxiety, and in so stating we 

do not wish to indicate in the slightest degree that 

there is any spirit of defeatism abroad in our province. 
We feel that with a national transportation 

policy which will take into consideration our proper 

place in the national economy and which will recognize how 

for us our place has been fixed by national policy in 

the past for which we were not responsible in our generation, 

then we can hope to make that contribution to Canada which 

we can so well make. We are an agricultural province, 

our prosperity depends on world demand for our products, 

whether it be wheat, livestock, livestock products, 

butter or eggs, and we can produce these commodities 

ofa quality. second to none in the world, and all we 

want is the opportunity to compete for world trade on 


aA reasonable and equitable basis. 
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MR. MacPHERSON: Now, my lord, there were 
some amendments that I have not referred to that 
were submitted,and I would ask that these be filed. 
They have already been before the Commission. 

THE CHAIRMAN: These are amendments? 

MR. MacPHERSON: They are further amend - 
ments, yes. 

THE CHAIRMAN: We should have had a chance to 
discuss them somewhere, 

MR. MacPHERSON: Well, I have tried to discuss 
everything I could in the time. I wish to thank the 


Commission for the patience with which they have listened, 


not. ondy to myself .. but to Mr. Cronkite. 

THE CHAIRMAN: Thank you. 

COMMISSIONER INNIS: Mr. MacPherson, I would 
like to raise one question. Your estimate of the 
compensation is 40 million, as I understand it? 

MR. MacPHERSON: That is the estimate in 
respect of the compensation under the Maritime Freight 
Rates, that was the estimate. 

COMMISSIONER INNIS: Now, the scheme put 
forward by Manitoba, if one assumes that the Canadian 
National has the same passenger deficit as the Canadian 
Pacific ,would be 56 million? 

MR. MacPHERSON: That is right. 

COMMISSIONER INNIS: But it would apply to 
the whole of Canada rather than ---- 

Mr. MacPHERSON: Western Canada. The forty 
million estimate that I think Mr. Cronkite made had to 
do with the compensation subsidy, not the deficit 
subsidy. I cannot conceive of it above that, but 


forty million was the estimate that he made. What 
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Manitoba suggested was a subsidy in respect of passenger 
traffic, and that in respect of the C.P.R., judging 
from the evidence we had, would amount to 28 million 
and would amount to 56 million if - - 

THE CHAIRMAN: On passenger traffic alone? 

MR. MACPHERSON: On Passemger traffic alone, 
yes. 

THE CHAIRMAN: What is the annual cost of 
the subsidies under the Maritime Freight Rates Act. 
Sele ML Lon? 

MR. COVERT: I think, sir, they have averaged 
somewhere around $5 million. During the war years they 
were higher, and I think they have been a little higher 
than that since, and I suppose since Newfoundland has 
come in they are considerably larger. 

THE CHAIRMAN: Anyhow, the adoption of this 
scheme would mean very great annual subsidies to the 
reilways. 

MR. MACPHERSON: That is perfectly correct, 
my lord. 

THE CHAIRMAN: Do you think the public would 
be satisfied to keep on paying these very large sums 
of money in subsidies to the railways when they don't 
own them themselves? 

MR. MACPHERSON: Well, the question so far 
as our country is concerned is simply this. We have to 
have the railways, we are absolutely hopeless and 
helpless without the railways, and the economy of the 
country, we suggest, cannot bear the annual panacea 
that the railways offer to meet the situation, that is, 


higher freight rates. Thank you, Mr. Chairman. 


(Amendments submitted by Mr. MacPherson follow) 
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SUBMITTED BY MR. MACPHERSON : 
AMENDMENTS TO THE TRANSPORT ACT: 


A. Section 2(1) (h) -- Insert the word "highway" after 
the word "water" in the second line thereof. 

B. Section 2(1) (0) -- Insert the words "by highway" 
after the word "water" in the second line thereof. 

C, Add the following definition as section 2(1) (s) -- 
"transport by highway" means the transport of goods 
or passengers for hire or reward by means of trucks 
or other highway transport vehicles. 


iy, Add the following as Part III: 
(AUG bi Ea 
TRANSPORT BY HIGHWAY 


15. (1) The Board may license trucks or other highway 
transport vehicles to transport passengers and/or goods 
between specified points or places in any province of 
Canada and other specified points or places in any other 
province or provinces. 

(2) The licence may be issued in the name of the 
owner, lessee or other persons entitled to engage in 
transport by highway by means of such trucks or other 
vehicles. 

(3) The licence may apply to one or more truck 
or other vehicle. 

(4) The Board may in the licence prescribe the 
route or routes which the trucks or other vehicles 
named therein may follow and the schedule of services 
which shall be maintained. 

(5) The Board shall not issue a licence without 
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being first satisfied that the proposed service is and will 


be required in the public convenience. 


14.(1) No goods or passengers shall be transported by 
highway by means of trucks or other vehicles from a place 
or point in one province to a place or point in another 
province otherwise than by a truck or other vehicle 
tidensed under this Part. 

(2) If any goods or passengers are transported con- 
trary to the provisions of this Part or otherwise than in 
accordance with the terms of the licence, the owner or 
other person operating the truck or other vehicle shall 
be liable upon summary conviction to a fine not exceeding 
fave mundred oollars., 

(3) If any licensee is convicted of an offence, under 
this Part or if the Board is satisfied that a truck or 
other vehicle is operated otherwise than in accordance 
with the terms of a licence applicable thereto, the Board 
may suspend or cancel the licence of such licensee in 
respect of one or all of the trucks or other vehicles 


licensed. 


dtr Nothing in this Part shall be deemed to interfere 
with the full right of any province to control the 

highways of that province nor to exact licence fees in 
respect of trucks or other vehicles using the highways 


of the province. 
x *¥* * * Ke KF OF 
AMENDMENTS TO THE RAILWAY ACT 


A -- Repeal Section 25 and substitute the following 


section:- 
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Such other accountants, economists, engi- 
neers, rate experts and other employees 
as are necessary for the proper conduct 
of the business of the Board may be 


appointed in the manner authorized by law. 


- Repeal section 31(1) and substitute the following 


sub-section: - 


31(1) 


The Board shall, on or before the thirty- 
first day of March in each year, make to 
the Governor in Council through the Minister, 
an annual report for the year ended on the 
preceding thirty-first day of December. 
Such report shall contain, 

(a) a review, for the previous year, of 
the financial condition and require- 
ments of Canadian Railways, the con- 
dition of railway property, railway 
expansion, abandonment of lines, 
activities of the Board, organization 
and personnel of the Board, investment 
of Railway Companies in non-railway 
investments anc business, railway 
charters, railway leases, ownership 
and control of Canadian Railways, 
ownership and control by Canadian 
Railway Companies of railways in other 
countries, co-operation between 
Canadian railways and co-operation and 
integration with various forms of 


transport; 
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(ob) recommendations of the Board as to 
legislative amendments relating to rail- 
ways as may be considered necessary 
in the public interest; 

(c) such other information or recommendations 
as may appear to the Board to be in 


the public interest. 


C -- Add the following to section 33(1): 


(c) requesting the extension or completion of a 
railway line or lines into or through a new 
or proven area, and, on the determination 
that the extension or completion of such line 
or lines shows reasonable promise of making a 
contribution to the local or national economy, 
may recommend the extmsion or completion of 
such line or lines; such recommendation may 
be made to a railway company or companies or 


to the Government of Canada. 


D -- Add the following section after Section 44: 


wun -- The Board shall within one year of the coming 
into force of this section review the charters, 
operating rights, leases and corporate form of all 
railway companies owning or controlling but not 
operating any line of railway in Canada and, con- 
sidering the public interest and the desirability 
of simplifying the corporate form of railway systems 
in Canada, shall report to Parliament and shall 


recommend such legislation as the Board may deem 


necessary and equitable. 
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- Add the following section after Section 78: 


* 


78.A.(1) It shall be unlawful for any railway company 
to issue any share of capital stock or any bond or 
other evidence of interest or indebtedness of the 
railway company or to assume any obligations or 
liability as lessor, lessee, guarantor, endorser, 
BUrevyY OYf Otherwise in respect of the securities 

of any other person or corporation, unless 

and until authorization has been given by the 

Board. 

(2) The Board shall make investigation of the 
purposes and uses of the proposed issue and the 
proceeds thereof, or of the proposed assumption of 
obligation or liability. The Board shall approve 
an application for such authority only if it finds: 

(a) it is for some lawful object within 

its corporate purposes and compatible 
with the public interest and that it 
will not impair its ability to per- 
form service to the public as a rail- 
Ways 

(b) it is reasonably necessary and appro- 

priate for such purpose. 

(3) The foregoing provisions of this Section 
shall not apply to notes to be issued by the company 
maturing not more than two years after the date thereof 
and aggregating (together with all other then out- 
standing notes of a maturity of two years or less) 
not more than 5% of the par value of the securities 
sf the carrier then outstanding. In the case of 


securities having no par value, 
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the par value for the purposes of this paragraph shall 


be the fair market value as of the date of issue. 


F-- Add to section 127 as subsection (2): 
(2) It shall be unlawful without the approval 
| of the Board for any railway company regardless 
of the terms of its charter or Act of incorporation, 
to pay dividends out of any fund other than its 
accumulated earnings, and specifically it shall be 


unlawful to pay dividends out of capital or out of 


donated surplus, or out of land grant surplus, 
or to grant any special rights or bere fits 


to shareholders. 
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G.--Add the following sections after section 147; 


No railway company shall, after the coming 


into force of this section, acquire ownership or control of 
any non-railway company or permanently invest its funds in 
any non-railway company or activity, except with the 
approval and authorization of the Board. 


(2) For the purpose of this section: 


(a) control shall be construed to mean actual as 
well as legal control, whether maintained or 
exercised through a holding company or 
investment company or companies, or through 
or by any other direct or indirect means, 
and to include the power to exercise control. 

(b) non-railway company shall mean any company 
whose principal purposes and/or operation is 
a non-railway activity. 

(c) non-railway activity shall mean eny business 
activity or operation not reasonably related 
to that of a railway company, and as may be 
defined from time to time by the Board, but 


Shall not include the operation of an express 


agency, a communication system, hotels, railway 
terminals, bridges, ferries, inland steamships, 


coastal steamships, highway trucking, buses or 


other modes of land transportation. 


(d) permanently invest shall not mean the invest- 


ment of surplus or special funds in government, 


utility or industrial securities provided 
that the investment of surplus funds does not 


result in substantial or full control of any 


other company. 


Before approving of any application for an invest- 


ment described in this section the Board shall consider the 
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effect on other railways and the public interest 


generally. 


H.--Add the following section after section 153% 


153. A.(1) Subject to the provisions of the three pre - 
ecding sections it shall be lawful only with the approval 
end authorization of the Board for two or more railway 
companies to merge their properties or franchises into 
one corporation for the ownership and/or operation of 
their railways or for any railway company to purchase, 
lease or contract to operate the properties of 

another or to acquire control or ownership of another 
through ownership of its stock or otherwise; or for a 
person which is not a railway company to acquire control 
of two or more railway companies through ownership of their 
Stock or otherwise. 

(2) The authorization of the Board shall be 
given only after full enquiry into the probable effect of 
the proposed transaction on the financial structure of the 
railway company or companies concerned, and on the public 


interest generally. 


I.--Add the following section after section 325: 


325. A. On any application by the railways for a general 
increase in freight rates the Board, if it finds that the 
railways require further revenue for their efficient oper- 
ation, may either: 
(2) order such general increase as it finds is 
necessary; or 
(b) recommend to the Government of Canada that any 
additionzl1 sum so required be paid by the Govern- 


ment to tthe railways or to any specified railway, 


in whole or in part. 
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J.--Repeal section 332 and substitute the following section: 
332. (1) Competitive tariffs shall be Filed by the company 
with the Board and every such tariff shall Specify the date 
of the issue thereof and the date on which it is intended to 
take effect and the Board Shall, immediately upon filing, 
investigate to determine if such tariff is a proper tariff, 
and if it so finds the tariff shall be continued, otherwise 
Such competitive tariff shall expire thirty days from the 
date of issue thereof. 

(2) The Board shall review all competitive 
tariffs now in force to determine whether or not all such 
tariffs are proper tariffs within the meaning of this Act 
and such review shall be completed by the first day of 
January, 1952. Any tariffs found not to be proper tariffs 
Shall be forthwith cancelled. 


K.--Add the following heading and section after section 378: 
Accounts 
378. A (1) The Board shall prescribe: 

(a2) a uniform system of accounts applicable to all 
railway companies and the manner in which 
accounts shall be kept; 

(b) the method of charging depreciation; the class 
of property to which depreciation shall apply 
and the rate of depreciation charges in every 
instance. 

(2) The Board may exempt from the operation of 
this section any railway company with 2 mileage of road of 


not more than one hundred miles. 
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THE CHAIRMAN: I believe you represent Alberta, 
Mr. Frawley? 

MR, FRAWLEY: That is right, my lord. My 
lord and members of the Commission, before beginning 
may I just take a moment to say that on behalf of the 
Province of (Alberta I want to express the confidence which 
our people have in the appointment of this Commission. 
There are two things that impress me that I want to say. 
Firstly, that the Commissioners which the Government of 
Canada appointed were of the very highest calibre; but 
secondly, that the Commissioners have had very inquiring 
minds, and it augurs well for the result of their 
deliberations. 

This is an exceedingly important Commission 
for the people of the Province of Alberta, and I think 
it is not too much to say that it is exceedingly important 
to the future of our railways too. As far as I am 
concerned, representing Alberta, I have every confidence 
that the deliberations of this Commission will result 
in great good to the people I represent, and, I am sure, 
to the railways of Canada also. 

Now, my lord, my submission will deal with 
quite a few rather particular matters, but I have two 
opening sections. The first one is on the "Economic 
and Geographic Background of the Transportation Problem"; 
the second one, "National Transportation Policy". 

Having disposed of those, then I go directly into 
such matters as "Equalization", "Distributing Rates 
and Town Tariffs", "Class Rates Between Eastern and 
Western Canada", "International Rates", "Competitive 
Rates", “Long and Short Haul Rule", "Interline Rates", 


"Industrial Location and the Freight Rate Structure". 
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Then a section which I have called "Other Rate Anomalies"; 
then a very brief section entitled "Freight Classification" 
and related matters; then a section on the financial 


aspects of the Commission's terms of reference; then 


a short concluding section which I have called "Miscellaneous". 


Now, dealing at once with the first section: - 
PART I 


ECONOMIC AND GEOGRAPHIC BACKGROUND 
OF TRANSPORTATION PROBLEM 

At the very opening of the Alberta case before 
this Commission, Vol. 11, p. 1916 to 1931, Premier Manning 
outlined the three major aspects of the transportation 
problem as it exists in Alberta. He said they were the 
geographic, the economic and the national policy aspects. 
I shall not attempt to draw any fine distinction between 
those circumstances which are geographic and those which 
are economic. 
(1.).. Alberta, in so far as transportation is concerned, is 
a non-competitive area but it is linked in the same economy 
a the same transportation system with areas that are 
highly competitive. In other parts of Canada much of the 
competition has been described as "natural", due to 
natural waterways and to short overland distances in a 
densely-populated area. But side by side in these areas 
much competition flourishes as 2 direct or indirect product 
of national policy. For example, the canal system built 
by the Government of Canada and the elaborate highway 
systems which the concentration of wealth, industry and 
population in the Central Provinces has made possible. 
It is true that the growth of highway transport in 
Alberta is today for the first time creating an element 


of competition in transportation. However, the extent 
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and nature of this competition do not affect the truth of 
the general statement that Alberta is a non-competitive 
area. To date this new competition has made itself felt 
merely on local traffic movements. Distances, mountain 
barriers, and the comparatively small mileage of hard- 
surfaced roads, have prevented competitive inroads on 

the great volume of traffic originating or terminating in 
Alberta, namely, the traffic which moves to or from other 
provinces or outside the country altogether. 

Alberta is seriously concerned with the regional 
incidence of freight rates. She is linked in a trans- 
continental transportation system with other areas that 
enjoy the benefits of competitive transport facilities. 
And Alberta contributes through freight rates to the support 
of that system. 

Justifiably, there has been apprehension in our 
province that areas more favoured by competition are 
deriving added advantages through their ability to shift 
the general burden of transportation costs to non-competitive 
areas. This apprehension is not limited to a question of 
whether or not the competitive rates are compensatory 
to the railways. This is so because a lower rate structure 
in one region acts as a powerful attraction to new enter- 
prise and develops a greater density of traffic, and by 
developing greater density of traffic may more than 
compensate for reduction in rates. 

This creates "the vicious circle" to which Mr. 
Manning referred in his statement to the Commission at 
p. 1928 of the Transcript. 

(2) The second factor I wish to touch upon is that of 
distance. The Canadian economy has never been a self- 


sufficient economy. It is highly specialized. Alberta 


Mr. Frawley 
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as a part of the Canadian economy exhibits in more extreme 
form that characteristic specialization in production. 
Alberta is an area of primary production -- overwhelmingly 
agricultural but with mineral, forest and fishery develop - 
ments as well. Markets are located overseas or in the 
industrial areas of Eastern Canada and the Eastern United 
States. Only within comparatively recent years has there 
been the prospect of a sizeable market on the Pacific Coast. 
To reach all of these markets long rail hauls are required, 


together with ocean hauls in the case of overseas markets. 
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A similar situation exists in the case of the 
goods which Alberta buys. Those goods are manufactured 
wholly or in part in Eastern Canada or in the Unitea 
States and must move to Alberta by rail. To the extent 
that Alberta traffic must move over greater distances, 
Alberta must expect to pay higher rates than areas 
located closer to their chief markets and sources of 
Supply. We make no complaint concerning higher rates 
resulting from these circumstances alone. We are not 
asking the removal of distance as a factor in trans- 
portation costs, but the cost of linking East and West 
in this country cannot fairly be assessed on the 
distance basis alone. 

There are examples of unjustifiably high 
charges being applied to the longer hauls. One such 
example is the present class rates between Eastern Canada 
and Alberta. (Transcript - Vol. 58 - pp. 11133 to 11135 
and pp. 11266 to 11289.) 

I will deal with that in more detail later, 
(3) The third factor of importance to us is the 
effect of transportatiam costson the position of Alberta 
primary industries and of the Alberta consumer. 

With regard to the incidence of freight rates 
on our primary industries, much has been said before this 
Commission, In my submission nothing that has been 
Said seriously challenges the general proposition that, 
for example, the Alberta farmer selling wheat in the 
world market or the Alberta lumber industry selling 
lumberin Eastern Canada must in the long run bear 
at least the additional freight charges over their 
competitors located closer to the market. 

With regard to the incidence of freight rates 


On goods manufactured in Eastern Canada and sold in 
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Alberta, there is nothing to indicate that the Eastern 
manufacturer is ever forced to absorb freight charges, 
Even the existence of Secondary industries in Alberta 
or in other parts of Western Canada is not sufficient 
to force the absorption of freight. In most cases 
such industries are small in scale and draw essential 
supplies from Eastern industries, 

THE CHAIRMAN: With regard to the preceding 
paragraph about world markets and the cost of getting 
Alberta wheat to those markets, Mr, Sinclair, when he 
was addressing us, said that the evidence shows that 
mid-west Canadian wheat does get to world markets, all 
considered, just as cheaply if not more cheaply than 
wheat from competing countries, You said that? 

MR. SINCLAIR: Yes, 

THE CHAIRMAN: Have you looked into that since? 
Have you anything to say? 

MR. FRAWLEY: Not since the argument about the 
Crows Nest rates. 

THE CHAIRMAN: I think that was a part of the 
original consideration, that this particular wheat was 
being grown in the middle of a continent and at a very 
great distance from seaboard and consequently from 
overseas markets, and that it did not matter really from 
that point of view who was actually paying the trans- 
portation, but it did make the wheat more expensive on 
the markets, That was the handicap. According to the 
argument addressed to us by Mr. Sinclair all that has 
disappeared now with changing conditions so that wheat, 
let us say from the Argentine, does not get to Liverpool 
for any less freight than wheat from Alberta. Have you 
looked into that since? 

MR. FRAWLEY: I must confess I have not given 
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that any thought. I must confess I subscribe -- 

THE CHAIRMAN: This paragraph is founded on 
the supposition which has been taken for granted up 
until recently at least that in fact our wheat was made 
more expensive by its geographical location, 

MR. FRAWLEY: Than wheat from the Argentine. 

THE CHAIRMAN: From competing countries, 
Australia, the Argentine, wherever they may be, Russia, 
and so on, 

MR. FRAWLEY; I certainly personally -- 

THE CHAIRMAN: Take, for instance, the Argentine 
where the wheat is all near the seaboard, I think the 
longest railway haul is 186 miles. In former times 
once you got the wheat on board a ship a thousand miles 
more or less did not really matter much. Ship trans- 
portation was so cheap but we are told all that is past 
and that sea transportation is no longer cheap. Those 
countries which are near seaboard no longer enjoy rela- 
tively inexpensive transportation which they enjoyed 
before the war, let us say. 

MR, FRAWLEY: Did Mr. Sinclair go so far as 
to say that notwithstanding the fact that the rail 
portion of getting Argentine wheat to market to Liver- 
pool was less than to get wheat from Regina to Liverpool, 
notwithstanding that the rail portion was less -- 

THE CHAIRMAN; In mileage, 

MR. FRAWLEY; In mileage. 

THE CHAIRMAN: Wheat in that country is grown 
nearer to accessible ports. 

MR, FRAWLEY: But when you add the rail haul 
to the boat haul -- 

THE CHAIRMAN: The fact is that in the old 


days the boat haul did not cost very much. 
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MR. FRAWLEY; That is true, and the boat 
haul now costs more, presumably. 

THE CHAIRMAN; Now costs have been enhanced. 
I think the trend of Mr, Sinclair's statement was that 
considering the increased costs now of sea transporta- 
tion it is no longer more expensive for Canadian wheat 
to get to Europe than for other wheat. You said that? 

MR, SINCLAIR: Yes, on the average and on the 
trend, 

MR. FRAWLEY; I do not recall -- 

THE CHAIRMAN: Since you heard Mr. Sinclair 
make that statement I wondered whether you had gone 
into the matter, 

MR, FRAWLEY; I am not reflecting on Mr, 
Sinclair's argument, but I do not recall any evidence of 
what the boat rates are, to what extent they have 
increased, or any evidence of the rail haul in the 
Argentine, I think, with respect, that Mr, 
Sinclair was probably drawing conclusions which he felt 
warranted in concluding. 

THE CHAIRMAN: You see the point is you may 
have a very excellent commodity but if it is hidden 
away somewhere so far away from markets by the time you 
get it on the market nobody will buy it. It 1a too 
expensive. That used to be thought at one time of 
our western wheat but we are told that is no longer 
the case, that it gets to Europe for no more in 
transportation costs than other wheats 

MR, FRAWLEY: All I say is, dealing with the 
world situation, that the Alberta farmer selling wheat 
in the world markets must in the long run bear at 
least the additional freight charges over his com- 


petitors located closer to the markets, What I mean 
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is if there are additional freight charges he must pay 
them, and without research that was not available to 
me and may have been available to Mr. Sinclair -- 

THE CHAIRMAN: The other question of who pays 
the transportation costs is interesting in itself. 

MR, FRAWLEY: Yes, it is, 

THE CHAIRMAN: We used to take it for granted 
that we were under a very considerable handicap on 
account of our location, the longer railway hauls 
which no other country has to put up with, and then in 
addition the sea haul, 

MR, FRAWLEY: I would think the research staff 
of the Commission could get quite close to that problem, 
sy appreciate your lordehip has asked me whether or 
not I have given it any thought since that time, and I 
have to say I have not, but I assume it is a matter 
that can be verified by actual consultation of the 
Statistics, 

(4) The effects of national fiscal policy on 
Alberta and on the Western economy constitute a fourth 
factor, This policy has encouraged the movement of 
traffic between Eastern and Western Canada, and by so 
doing has secured to the transcontinental railways 

a large volume of traffic. The policy has also pro- 
vided the Eastern manufacturer with a protected market. 
Although some such policy was inevitable if Canada 

was to become an economic unit, there remains as a 
continuing responsibility of the national government 
the fair apportionment regionally of the advantages 
and disadvantages of such a policy. 

Western Canada has always contributed heavily 
to the annual exportable surplus upon which the economic 


growth of the country has been based. But Western 
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Canada has been able to attract few of the new 
industries which have grown up behind the shelter ; 
afforded by tariff policy, The West has remained a 
Specialized agricultural exporting area and as such 
has occupied eae position exposed ‘to wide fluctuations 
in income, At the same time the incidence of freight 
rates is greater on the West than on other parts of 
the country. Tariff protection has been of great 
advantage to Central Canada. It has afforded pro- 
tected markets for central Canadian industries and 
has virtually put Western Canadian prices on an 
f.o.b. Toronto basis. 

It is somewhat disconcerting to note that 
the Canadian Pacific feels it must participate on its 
own initiative in furthering what it conceives to be the 
national fiscal policy. At page 105, Part I of its 
Brief, the Canadian Pacific argues that there was no 
valid reason why rates on merchandise entering Western 
Canada from the United States should be on the dis- 
tributing basis, rather than on the standard mileage 
rates, The excuse offered for this treatment of 
international rates was that -- 

"In many cases such merchandise is 

in direct competition with similar goods 
produced at points in Canada." 

THE CHAIRMAN; Is this one of the few cases 
where the freights actually charged are ceiling rates? 

MR. FRAWLEY: Yes, when it leaves the border, 
that is one of the few cases, and I go into that in 
some detail when I am discussing international rates. 

This would seem to indicate an interesting 
community of interest between Eastern industry and the 


transcontinental railways -- the tariff acts as a fi.rst 
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line of defence in the Western market, but where that 

is insufficient, high freight rates from border points 
are apparently a second line of defence. Our objection 
is not addressed to the efforts being made to allow 
Eastern plants to reach Western markets more easily, but 
to the method that would achieve this by hampering or 
Shutting out competition, 

We emphasize again that all the consequences of 
national fiscal policies must receive consideration in 
balancing the regional advantages and disadvantages, 

(5) The final factor to which I would draw attention 
is the existence of certain prominent institutional con- 
ditions and their effect upon regional transportation 
problems. 

One such condition is the centralization of 
control of industrial activityin Central Canada. These 
organizations follow a national policy of their own with 
the normal objective of realizing the largest profit on 
the enterprise as a whole. Such policies, while they 
may be quite proper from the standpoint of the industries! 
Own pecuniary interest, are frequently at variance with 
regional interests, I would refer the Commission to 
page 13317 where at the prompting of railway counsel I 
read into the record the view of the Canada Cement 
Company regarding its responsibility to its customers 
in Alberta in the matter of inter-line rates. 

The importance of this matter to national 
transportation policy lies in the fact that the system 
of regulation practised by the Board of Transport 
Commissioners since its establishment has been based 
not on the exercise of its own initiative to lay the 
foundation of a reasonable rate structure but rather 


on the wholly negative policy of waiting for complaints 
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from so-called interested parties -- which in practice 
in the majority of cases means the parties directly 
dealing with the carrier, The fact that freight rates 
are ordinarily passed on to the consumer or passed back 
to the primary producer greatly affects the degree of 
interest which the shipper or the consignees may 

have in the removal of rate grievances. When the 
policy of the shipper or consignee is formulated for 
them at a head office in Toronto or Montreal, concern 
for regional rate anomalies will be very slight indeed. 

What I have said regarding centralization of 
policy in industry applies with equal weight to the 
transcontinental railways themselves. 

It is for this reason that Alberta has stressed 
the importance of the role of the Board in any effective 
policy of regulation. The Board must in a positive 
and active fashion set up a just and reasonable rate 
structure, The Board should not permit anomalies to 
persist over the years merely because of the lack of 


concerted pressure for their removal. 


(Page 21805 follows) 
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I now pass to whet I call the National Trans- 


portetion Policy, 
NATIONAL TRANSPORTATION POLICY 


Alberta is of the opinion that the nstionoel trans- 
portation policy should assure the provision of an 
efficient railway trensportation system, the costs 
of which are shared equitably by all regions in Canada. 
Such en equitable sharing of the burden of transport 
cost requires adequate control over the rate structure 
of the railways. 

The extent to which competitive railway traffic 
has increased in the past two decades indicates a need 
for more rather than less control over the rate structure. 
The unequal growth of competition in different regions 
raises an increasingly grave problem. 

Furthermore, railway rete control in Canada must 
take cognizance of the virtuel duopoly which exists. 

This fact re-emphasizes the need for adequate and 
comprehensive rate control. 

The present Railway Act completely fails to provide 
edequate control over the freight rate structure. The 
Act 1s weak in those provisions which deel with rate 
regulation. As an exomple, during the past forty-five years 
whet should be the most important phrase in that part 
of the statute dealing with rates - namely, the phrase 
"just and reasonable" has never been clearly defined. 

The Act does not even contain the positive requirement that 
rates be just end reasonable. I refer to Section 325 
which et best makes only an oblique reference to this 


requirement. 
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I want to stop, my lord, and call ca the attention 
of the Commission very briefly that section and what the 
Supreme Court of Cenada said about it. Section 325, sub- 
section 5, as the Commission will recall, was sdded in 
1925 and it reads as follows: 

"Notwithstanding the provisions of section 3 of 
this Act the powers given to the Bosrd under this Act 
to fix, determine and enforce just and reasonable 
rates,and to change and alter rates as changing con- 
ditions or cost of transportsetion may from time to 
time require, shell not be limited or in eny manner 
affected by the provisions of any Act of the Parlia- 
ment of Canada." 

end so on. Your lordship will notice that there are no 
positive words there, in my submission. The words are 

"the powers given"; in other words, the powers which have 
been given, one might say, to the Board to fix, determine sand 
so on. It is quite true that Mr. Justice Rinfret as he then 
was, the present Chief Justice of Canada, did say something 
in the case of Alberta versus Canadian Pacific Railway 
which is reported in 1931, Supreme Court Reports at page 
656, 

THE CHAIRMAN: What case was that? 

MR. FRAWLEY: Alberta versus Canadian Pacific 
Railway, 1931, Supreme Court Reports, page 656. This is 
what Mr, Justice Rinfret said at page 668. It is just a 
phrase, and I will read its; 

"The enactment of 1925 --" 

That is, sub-section 5. 

" ~~ begins by conferring on the Board powers 

of the most sweeping character,--" 


then his lordship quotes: 


We ..to fix, determine and enforce just and 


reasonable rates and to change and alter rates 3s 
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changing conditions or cost of transportations may 
from time to time require-2" 

All I want to say about that, my lord is that, with the grestest 
respect, there are no words in sub-section 5 conferring any 
power. 

THE CHATRMAN: But the words certainly assume 
those are the powers, 

MR. FRAWLEY: Given elsewhere in the statute; 
that is. right. 

THE CHAIRMAN: But they say "the powers given to 
the Board under this Act to fix, determine and enforce just 
end reasonable rates" and so on. Then could the Board said, 
"No; we have no such powers"? 

MR. FRAWLEY: No, my lord. I hope I am not drawing 
too fine ae distinction. But I would say that Parliament is 

there the powers which heve been given under this Act to fix, 
determine and enforce just and ressonable rates. My question 
is where in this statute -- 

THE CHAIRMAN: In that same connection you will not 
find any express language seying that the Board shall have 
power to fix and maintain, 

MR. FRAWLEY: That is my submission, 

THE CHAIRMAN: I think that is so. 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: But it is implied that that is so. 
Have they not always acted on that assumption? As you say, 
the Chief Justice of Canada has placed the same interpretation 
on that. 

MR. FRAWLEY: The Chief Justice of Canada was of 
the opinion that that enactment confers on the Board powers. 

THE CHAIRMAN: I think it does confer powers although 
it may be,ss you say, obliquely. It is there all the same. 
They sre told very plainly there what their powers ore. 
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MR. FRAWLEY; it is as if Parliament was 
saying "You have been given power" and then you may put 

in parenthesis elsewhere in the Act. 

THE CHAIRMAN: Do you want the Act amended? 

MR. FRAWLEY: My point is thet in 311 these years 
the statute has not specifically provided positively and 
Substantially that the Board should fix just and reasonable 
rates. 

THE CHAIRMAN: I think that is right, because I 
had occasion to look into the Act myself from that point of 
view and I found, just as you say, that section 5 has to be 
considered in that way. But I think it must be considered 
thet they have power. 

MR. FRAWLEY: I must say this against what I am 
now suggesting, that the first sub-section of section 325 
Says that the Board may disallow any tariff or any toll 
which it considers to be unjust or unreasonable. I quite 
agree that one can then say from that, that you can go to 
the Boerd and say, "Here is a toll which is unjust and un- 
reasonable and the Board should disallow it"; snd the Board 
has that power. I do not want to meke my statement appear 
any more than to say that in 31l these years the statute has 
not specifically said that. We have to go to the oblique 
words of section 325 (5) or to section 325 (1). But I must 
agree that the Board has never hesitated to exercise this 
power under section 325 to disallow. 

THE CHAIRMAN: You say this, that if the Board 
considered the rate was unjust, they could disallow it? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: The language here is that it "may". 
Do you think it worth while changing that "may" to "shall"? 

MR. FRAWLEY: Oh, the Board may disallow. No. As 


long as the Board has the power, I think nobody could ask for 


eny more than that, 
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THE CHAIRMAN: All right. 

MR. FRAWLEY: I am reminded that we have an emend- 
ment, my lord, to section 329 which does contain some more 
direct languoge. 

THE CHAIRMAN: Section 329? 

MR. FRAWLEY: To section 329. I will come to that 
in due course, But I thought I would mention this other 
matter in passing. 

THE CHAIRMAN: Very well. 

MR. FRAWLEY: I go on to say as follows: 

In addition, there is an inherent confusion between 
the concept of a rate which creates unjust discrimination sand 
the concept of a rate which is unjust end unressonable, 

The amendments which Alberta has submitted and which 
I will discuss in detail as my argument proceeds will, I trust, 
- along with amendments proposed by others which I Support - 
remove the existing irregularities end discrimination, 

Rate regulstion will depend not only upon the 
effectiveness of the Railway Act, but also upon the effective- 
ness of the edministration by the Board of Transport 
Commissioners, 

It is essential that the members of the Board be 
men of competence and of judicial temperament. The membership 
of the Board unofficially represents regional and occupational 
interests, 

THE CHAIRMAN: What is a judicial temperament? 

MR. FRAWLEY: A judicial temperament, I dere say, 
is the temperament BORE Steed DT, a judge. 

THE CHAIRMAN: / it is said that a certain person has 
@ judicial temperament; he hates work. 

| MR. FRAWLEY: I presume there sre some who are not 


judges who have what is at least called the judicial temperament. 
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it is essential thet the need for representation of 
these interests should not obscure the prime responsibility 
of such a body - namely, to fairly and competently sdminister 
the Act. 

We ere also of the Opinion that the Board cannot 
discharge its responsibilities under the Act unless it hos at 
its disposal the services of a well-trained staff of technical 
advisers. 

What the Board possesses in the way of technical 
Staff under to-day's negative administration cannot be a 
guide to what the Bosrd will need under the new Railway Act 
which will result from this Commission's deliberations. The 
extended powers sand responsibilities will require a vigorous, 
positive edministration. 

It is also apparent that in the absence of 3 well- 
treined technical staff the Board is not in s position to assess 
the economic effects of its decisions. This has led the Board 
to disclaim responsibility for the effect of its decisions 
end has emphasized its negative approsch, 

THE CHAIRMAN: Once again, are you asserting here 
that the Board should have economic considerations in mind 
in fixing rates or that it should be an economic body? That 
is what you ere saying. Thoet must be the inference unless you 
clear it up. You say: 

"It is also apparent that in the absence of a well- 
trained technical steff the Board is not in 3 position to assess 
the economic effects of its decisions." 

As I say, the Board has repeatedly said that that is not within 
their field of inquiry. 

MR. FRAWLEY: Yes, they have said that, 

THE CHAIRMAN: Do you want to change this, then? 

It is very important, you know; because ell through we find 


assertions of that sort made, but when the consequent question 
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arises: "What do you want to do sbout ite" Do you want to 
make this Boerd en economic planning Board?", there is 
hesitation about answering it. What do you want us to do 


to 
or/recommend? 


MR. FRAWLEY: We have not proposed any amendment 
to the constitution of the Board. It is rather difficult to 
Say thet the Board should become on economic planning Board, 
It is one of those matters we say they must have regard toy we 

/enat they must take more An that they mustbe more 
concerned about the economic effect of their judgments. But 
to say that they must be set up @s a board which of necessity 
must plan, is rather difficult to say. 

THE CHAIRMAN: How fer do you want to go? You say: 

"It is also apperent that in the absence of a well- 

trained technical staff the Board is not in a position 
to assess the economic effects of its decisions." 

MR. FRAWLEY: As far as weare concerned, I think we 
lay more emphasis on the staff which we think should be 
attached to the Board so that ell of the economic consequences 
Should be at least surveyed sand present before the Board, 
especially in whet we call their general decisions, 

THE CHAIRMAN: You would have them take into con- 
Sideration economic factors, would you? You must remember 
that it is a question of fixing rates. 

MR. FRAWLEY: Primarily, yes. 

THE CHAIRMAN: If they should make economic studies, 
through technical staff, of what the effect of their fixing 
rates is going to be, that is one thing. Do you want that? 

MR. FRAWLEY: We have to go thet for; yes, sir. 

THE CHAIRMAN: How for sre you going? 

MR. FRAWLEY: We are willing to go that for. 


THE CHAIRMAN: You say you would go that far? 
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MR. FRAWLEY: Yes, 

THE CHAIRMAN: Thet is an important change in 
the jurisdiction which the Board now assumes it has, 

MR. FRAWLEY: Yes. There is too much disclaimer 
now. I will go that far, 

THE CHAIRMAN: You say they should be an economic 
planning board. Is that what you ssy? 

MR. FRAWLEY: I am not disagreeing with your 
lordship just because you use that expression. On the other 
hand, it may mean, if they heve the right sort of staff and 
the right kind of technical advisers -- 

THE CHAIRMAN: I am not expressing eny opinion 
at ell-- 

MR. FRAWLEY: No. 

THE CHAIRMAN:-~- sas to what ought to be done, 

MR. FRAWLEY: No. 

THE CHAIRMAN: I am just trying to probe what 
would be the result. 

MR, FRAWLEY: I quite appreciste that, my lord. 
The expression “economic planning board" when I first 
heard it, caused a certain amount of revulsion on my pert 
because I thought, "Now we ere setting up a national 
planning board of some kind" and many other things came 
into my mind and I revolted somewhat from that. 

THE CHAIRMAN: It may be a11 very well for the 
Perliament of Canada to create a national economic planning 
board, 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: That may be all right. But whether 
thet board should be the seme board that fixes freight rates 
or not, is another matter. 

MR. FRAWLEY: Thot is right. At the moment I do 


not go. thet far; end with great respect, I do not think 
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that ,in order to make my Submission, I have to go that far, 
I lay more stress on the kind of Steff that would be attached 
to the Bosrd end the knowledge snd Sclentifiec investigetion 
which that staff will bring to the Board before the judgments 
of the board sre rendered, That will Satisfy what I have in 
my mind, my lord, 

COMMISSIONER INNIS: You think the Board has in- 
terpreted "just and reasonable" too nerrowly. Is that, 
roughly ,your point? 

MR. FRAWLEY; Yes. I think whot they have done 
is this. Our Seneral submission is that they have merged 
Li wa. Tnte unjust discrimination, That is the burden of 
our submission, 

I should like to Stop and discuss the question, 
my lord, because I reslize that it is a problem. I do not 
want to say, "Yes, I will eee economic planning board," 
I am trying to bring my mind to bear upon the matter as 
seriously as I can, Having in mind the manner in which the 
Bosrd has been erranged, I say that we may go further sand 
Suggest thet kind of appointment be completely discontinued 
and that these men be not brought from various perts of 
Canada. Frankly, I have not given that matter sufficient 
thought. I have rather thought that the appointments will 
probably go on as they have in the past; not that I 

good to the Commissior 
em Suggesting they should. But it might appear/snd the 
Commission might recommend that that kind of recommendation 
or that kind of appointment be discontinued. But at the 
moment I put my store on the staff that would be attached 
to the board, 

THE CHAIRMAN: But the staff must be there for a 
purpose; and that purpose, according to you, would be to 


advise the board ebout what would be the economic consequences 
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of their decisions in freight rate cases, 
MR. FRAWLEY: Yes, 
THE CHAIRMAN: Is that rignt? 


(page 21815 follows) 


- 


eee hee ek 
ee eee ae 
he We 7s 


-21815- Mr. Frawley 


MR FRAWLEY: Yes, my lord. TI ‘think probably 
that states the position completely. 
the Board is not in a position to assess the 
economic effects of its decisions. This has led the 
Board to disclaim the responsibility for the effects 
of its decisions ana has emphasized its negative 
approach. 

THE CHAIRMAN: wr. Frawley, still on that point, 
if you extend the duties of the Board in the way you Say, 
that they must have before them expert advice as to the 
probable economic consequences of what they are about to 
do,. then I suppoSe it would be all the more necessary to 
retain this appeal to the PPive Council, 

MR FRAWLEY: Oh, yes. 

THE CHAIRMAN: That would be the elrect of thet. 

MR FRAWLEY: And I am Suggesting that that appeal 
be not disturbed. 

THE CHAIRMAN: I mean, it would be all the more 
necessary to retain it then, wouldn't it? 

MR FRAWLEY: Yes. 

THE CHAIRMAN; If you have an outside Board 
going along Studying economic Questions. 

MR FRAWLEY: I think, my lord, that that is just 
about the way in which I have expressed it. 

THE CHAIRMAN: The provinces concerned might not 
be satisfied with their determination of what economic 
conditions are. 

MR FRAWLEY: If I might be excused to go to what 
I said on page N-5, I will read a short paragraph which I 
have later on when I am discussing section 52; 

We might as well speak plainly about this matter. 
The people of Alberta would never be satisfied to have the 


Board of Transport Commissioners the one and final Court of 
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lest resort without appeal. The railways are instruments 
of national policy. 

THE CHAIRMAN: Not even if they had this highly- 
trained technical staff to advise them? | 

MRFRaAWLEY : Oh, yes, my lord -- because of what 
I say here; 

The railways are instruments of national policy. 
If questions of national policy arise, then it is for the 
policy-making body - the Federal Cabinet - to review and 
consider those questions and direct the Board accordingly. 

THE CHAIRMAN: There, you see, on the one hand 
you say you would confer economic inquiry powers and duties 
upon this Board through their technical staff, and on the 
other hand you would say, after all, the Government must 
decide these questions because of national economic effect. 

MR FRAWLEY: National policy comes in, and there- 
fore I think the national policy-making body -- we really 
just have one in Canada, and that is the Governor-General 
in Council, and I think there must be reserved to him an 
overriding right to disagree with what the Board might say 
if they are dealing with questions involving national 
Beate dt chink that as consistent, my lord, with what I 
Say about a well-trained staff--- 

THE CHAIRMAN: Would you say the Government like- 
wise should have another technical staff which could advise 
them that the technical staff of the Board made a mistake? 

MR FRAWLEY: Well, that raises a question as to 
whether or not the Government -- I am only assuming that 
the Governor in Council has access to unlimited technical 
advice that can be called in. For instance, when we go 
before them on these appeals, sir, we have no reason to 
Suppose to the contrary at all, that the Governor-General 


calls in people and asks for their economic advice and 
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financial advice. 

THE CHAIRMAN: At the beginning of your submission 
you say the Board should really have economic consequences 
in mind when it fixes freight rates, and for that purpose 
Should be well equipped with a highly-trained technical 
Staff -- of economists, I suppose. 

MR FRAWLEY: Economists, accountants -- whatever 
they would need of that sort. 

THE CHAIRMAN: What were necessary. After they 
had done all that and made a decision, you still say you 
Should go from that to the Government in order to have 
that decision upset or varied, as the case may be, or 
rescinded. Then how would the Government be equipped to 
Study the disposition made by the Board after its 
highly-trained technical staff has advised it, and so on? 
Would the Government then also have at its disposal a 
Superior technical staff, more highly trained, to advise 
Lt 

MR FRAWLEY: No, my lord. I am not suggesting 
that it be staff against staff. I would say, my lord, 
that the Government might say, "Now, here is a decision 
Sincerely rendered, after advice tendered by this highly- 
trained technical staff, but it offends some principle of 
national policy which some part of Canada is proposing, 
and we disagree and we must interfere with it." To me 
that does not do any violence to the fact that the 
decision in the first instanov was reached after there 
had been careful review by the economic advisers of the 
Transport Board. I would not think that there would be any 
necessary interference with the economic aspects of the 
matter at all, regarded as such, but that the national 
policy may come in somewhere -- some regional question may 


come in, something that can only be described in that 
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rather loose phrase "national policy", which the Govern- 
ment of Canada may say--- 

THE CHAIRMAN: of course, bear in mind that 
economic considerations are not confined to Alberta and 
its wheat. They may exist all over the country. 

MR FRAWLEY: That is right. 

THE CHAIRMAN: For instance, the steel industry 
in some parts. 

MR FRAWLEY: Thet is right. 

THE CHAIRMAN: So, you see, what you would want 
the Board to have would be, it seems to me, a very 
numerous staff of people, and have 2ll the economic 
conditions of Canada present every time freight rates 
ame dead. with’. 

MR FRAWLEY: Well, my lord, just to digress 
for 2 moment, one can never go to the Interstate Commerce 
plant :-- cald it a plant -- in W-shington without coming 
away with a feeling, well, here, the United States Govern- 
ment regards its transportation problem very, very 
seriously. There are economists and engineers and 
accountants almost ad infinitum: but they are all doing, 
I am sure, excellent work, and I have nothing but praise 
for them. 

THE CHAIRMAN: Is there any appeal from the 
decisions of that Commission? 

MR FRAWLEY: There is certainly an appeal, be- 
cause many--- 

THE CHAIRMAN: I am not talking of points of 
law; but are not their decisions final? 

MR FRAWLEY: I think I would have to say at once 
thet as far as I know I think they are. 

THE CHAIRMAN: Well, you see, there is all the 


diffcrence in the world there -- you must remember that -- 
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a very great difference, 

MR FRAWLEY: Well, it certainly is a problem, 
my lord, there is no question about that, and perhaps it 
comes down to the question of appointment. 

THE CHAIRMAN: I am trying to make sure that the 
consequences of what you advance are well considered. 

MR FRAWLEY: Yes, my lord. 

THE CHAIRMAN: Just to find out exactly what you 
are advocating as 2 final result. 

MR FRAWLEY: I think, my lord, with respect, if 
we treat each subject Separately, one does react on the 
Others sbub if-we first Say, now, must the Board have 
better and better equipped and more technical advice at 
its service, if we think yes, to do the kind of work we 
are asking them to do, to get away from the negative 
approach, which, with respect, is the burden of my sub- 
mission, that they must have that, then it seems to me, my 
lord--- 

THE CHAIRMAN; Then they must have that, they 
must have a staff that is capable of dealing with the 
economic questions which affect all parts of Crnada, not 
only wheat and livestock but everything else. 

MR FRAWLEY: To the extent that that is necessary, 
Sir, yes; and then after that I Say that it does no 
violence to that, in my respectful submission, that over 
and above that the one policy-making body in Canada, the 
Governor-General in Council, should sit to agree or dis- 
agree with what that Board has done. 

THE CHAIRMAN: Set it all aside? 

MR FRAWLEY: Disagree with it and if necessary 
set it aside, or refer it back, sir -- because it may only 
come to that. I go along with the proposal made by Mani- 


toba, that that is a weakness in section 52, that it should 
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be the power to remit back with directions. 
Now, I say there ig a need for the Board to be 
in a position to assess the €conomic effects of its 
decisions, and the lack of that has emphasized its nega- 
tive approach. An example of that is the problem of the 
effect of horizontal percentage increases. I only deal 
with them in passing just as an example. By its very 
noture this matter can only receive effective consideration 
at the very time of the authorization of a rate increase, 
as the United States experience indicates. However, the 
Board has not been in a position to undertake the necessary 
Studies of traffic upon which to formulate a scheme of 
exceptions to percentage increases. See observations of 
Commissioner MacPherson in 16% Case at p. 17. 
I have noted Mr. Commissioner Mac Pherson's--- 
THE CHAIRMAN: Have you not argued every time 
you have had an opportunity before the Board that in- 
creases should not be horizontal? 
MR FRAWLEY; Yes, my lord. 
THE CHAIRMAN: You say the Board are not equipped 
to decide whether they ought to be or not. 
MR FRAWLEY: That seems to be the Situation, sir. 
I will read what Mr. Commissioner M:cPherson 
Says, and this is the most recent pronouncement, at the 
end of February 1950: 
"I concur in the judgment of the Assistant 
Chief Commissioner although I would prefer to see some 
relief given by way of maximum increases on basic 
materials where the markets are long distances from 
the source of supply. I realize, however, that the 
Board cannot deal with the overall revenue require- 
ments and limit the increase in certain cases. To do 


SO would entail a much more complete study of indi- 
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vidual types of traffic than the Board is able 
to do at the present time. I also realize that the 
same revenue requirements would necessitate placing 
a higher burden on other traffic if maximums were to 
be prescribed." 

Now, I do not want to be unfair to the Board, 
but I must adhere to the Submission I am making, that the 
time for a horizontal percentage increase to be considered 
and 2pplied or rejected is at the time of the increase. 

My friends will tell me that at the moment the 
Board has been asked under the general terms of P.C. 1487 
to conduct a general Tretent rate inquiry. There is 
nothing in that P.c. 1487 with regard to horizontal 
percentage increases, but we do have the Governor in 
Council. 

THE CHAIRMAN: Well, you have us here. We are 
told to suggest amendments and direct the Board as to what 
they should do in these general freight rate revisions. 

MR FRAWLEY: Yes, my lord, but--- 

THE CHAIRMAN: You have been arguing before us 
from the very beginning that horizontal increases are 
wrong. 

MR FRAWLEY: Oh, yes. 

THE CHAIRMAN: You say we should do some thing 
about it. 

MR FRAWLEY: No, that is not my point, my lord. 
What I say is that on this question of horizontal percent- 
age increases, when I make the point that the Board itself 
has said that they do not have the ability or the oppor- 
tunity -- the words are 

"yo. . would entail a much more complete study of 


individual types of traffic than the Board is able to 


do at the present time." 
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What I am Saying, my lord, is that I will be 
told, "Well, the Board ig Golng to do all that. The 
Board is going to do that under P.c, 1487, and then you 
will have this question of the horizontal percentage 
increase and the advisability of exceptions and so on 
all dealt with at that time." Now, that may be, my lord, 
but my point is that that is not good enough. We have had 
a serious--- 

THE CHAIRMAN: What do you want, then? 

MR FRAWLEY: I*sey (that? they had a starf 
that could furnish the Board with the information which 
they could use and apply contemporaneously with the 
Beneral increase -- that is my point. Apparently they 
are not able to deal intelligently or Sufficiently and 
adequately with the matter of horizont2l percentage in- 
creases at the time, at least on the three last occasions 
they have made eeneral increases. My point merely is, my 
lord, that they should have, that there should be a staff 
there from day to day. It should not be a matter that 
Just goes to a general rate inquiry. We suffer from these 
increases beginning in April 1948 and still not finished, 
and all this time we are waiting for P.C. 1487 to bring in 
some recommendation. 

THE CHAIRMAN: I presume you have amendments, 
then, have you? 

MR FRAWLEY: Oh, I have quite a few amendments, sir. 

THE CHAIRMAN: T mean, on that point? 

MR FRAWLEY: No, no. As far 28 horizontal per- 
centage increases are concerned, on that point we support 
what--- 

THE CHA.IRMAN: Let us get back to our starting 
point. We are imstructed in this Order in Council to 


"Revicw the Railway Act with respect to such matters 
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2S guidance to the Board in general freight rate 


revisions, competitive rates, international rates, 


etc., and recommend Such amendments therein" -- in 
the Riailway Act -- "as may appear to them to be 
Toy ieeb le." 


MR FRAWLEY: Yes, my lord. 

THE CHAIRMAN: Now, you say that there is some- 
thing lacking in the way in which the Board today 
approaches general revision examinations, do you? 

MR FRAWLEY: Yes, my lord. 

THE CHAIRMAN: And what do you recommend they 
ought as be directed to do? 

MR FRAWLEY: I recommend that this Commission 
Should recommend a change in the Railway Act dealing with 
the matter of horizontal percentage increases. 

THE CHAIRMAN: I am asking you whether you have 
an amendment. 

MR FRAWLEY: I am supporting Mr. Smith's 
amendment. 

THE CHAIRMAN: Mr. Smith hes one? 

MR FRAWLEY: Yes, my lord; but at the moment I 
was Simply dealing with it as an illustration of the lack 
of staff. I am not dealing now with the main matter of 
horizontal percentage increases pro and con; that is being 
dealt with Substantively and separately, and I am going 
along with Nova Scotia on their amendment. I am only 
using it as an illustration of the need for more and 
better staff there with the Board from day to day. 

THE CHAIRMAN: We will take a few minutes now. 


THE CHAIRMAN: Mr. Frawley, where you have 
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amendments thst arc ultimately to be discussed, and you 
come to the subject here under its general consideration, 
I think it would be a good thing if you Simply deferred 
your discussion until your amendment is reached. 

MR FRAWLEY: Yes, my lord. 

THE CHAIRMAN: You see the point -- so that we 
will not be discussing the same Subject twice. It will 
Save time. 

MR FRAWLEY: My method has been that when I come 
to the point of the discussion my amendment is there, and 
I am discussing it once and for all just there, and I have 
reproduced it in the text of my argument cach time. 

THE CHAIRMAN; Well, that will achieve the same 
purpose. 

MR FRAWLEY: Yes, my lord. 

Going on at the bottom of page B-4, to finish 
this seetion of the national policy argument: 

The Board has a serious responsibility to assess 
the effects of its general decisions. For once such 
decisions are in effect the Board's present procedure is 
to -weit complaints from individuals who can prove that 
they have been directly and personally harmed. Obviously, 
the possibility of redressing an individual complaint lies 
in discovering a general solution. In other words, unless 
Such © general solution is available, the individual 
Shipper is presented with a fait accompli. 

Now, my lord, I pass to something which I regard 
as of particular importance. I call it the crisis regard- 
ing competitive rates, dealing with it now under the head- 
ing of national policy, national transportation policy, 
although I am denling later, of course, with competitive 
rates, but that is, I think, a ma*ttter of some concern, and 


Tam putting it in the general policy part of my argument: 
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Crisis regarding Competitive Rates 


Even with an amended Act and a positive 
administration which we hope will result from this Com- 
mission's deliberations, it ig possible that the burden 
of railway transport cost will not be equitably shared by 
the various regions of Canada. Indeed, recent evidence 
from both railways makes it appear certain that any 
further increases in freight rates will not be shared 
equitably. At p. 20219 of Vol. 210 TI called Mr. Fair- 
weather attention to what Mr. Evans had said to the 
Transport Board in the 16% Case and to Statement c in 
Transport Board Exhibit 49/211. See Transport Boerd 
Transcript Vol. 847, p. 6182. 

See also Mr. Fairweather's answer to me at 
p- 20224 of Vol. 110, which was - the further increases 
will likely go on non-competitive traffic. 

THE CHAIRMAN: You have the word "likely" there? 

MR FRAWLEY: Yes, my lord. Mr. Fairweather's 
answer is; 

"Well, I would imagine the greater proportion of 

it would likely go on to the non-competitive traffic." 

This means but one thing. Western C>nada, a non- 
competitive area, will henceforth be called upon to pay 
higher freight rates - higher freight rates to cover not 
only increased costs of wages and materials used in Western 
Canada but higher freight rates to pay increased wages and 
increased material costs in Eastern Canada. 

This is the core of the transportation problem 
to-day. 

If and when a situation arises whereby because of 
increased costs the railways 2re compelled to seek an in- 
crease in freight rates - an increase which they are unable 


to put on competitive rates - then a major crisis in trans- 
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portation policy is at hand. 

There are two prime factors in this crisis: 

(1) The unequal impact of competition on the differ- 
ent regions served by the transcontinental 
railways and, therefore, the unequal impact of an 
ets 6 0 in rates that is applied only to non- 
competitive traffic. 

(2) The unequal impact of competition on different 
traffic movements. Competition is less severe on 
long-haul traffic and on bulky raw materials which 
the railways are best equipped to handle. It 
would be these traffic movements and these 
commodities that would bear the increase. 

I emphasize the point that Alberta, along with 
the rest of Western Canada, is vulnerable to both the 
consequences I have just mentioned. 

If increased costs are imposed upon the railways 
which are translated into freight rate increases which can 
be levied only on the non-competitive traffic - then I say 
that it would be utterly indefensible to permit the rail- 
weys to extract such an increase from the non-competitive 
traffic and the non-competitive areas. 

When we reach the point that the competitive 
rates cannot shoulder their share of 2 freight rate in- 
cre2se - then the non-competitive traffic must be protected 
from the consequences. That protection can only come from 
the Federal Treasury in the form of 2 subsidy to the Rail- 
ways. | 

I call attention to the fact that whatever assist- 
ance the Federal Government or Parliament may see fit to 
extend to the roilwrys to enable them to bear higher costs 
is in effect a subsidy to railroad transportation in 


Central Canada. However incongruous it may appear that 
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Ontario and Suebec Should receive transportation sub- 
Sidies - yet that is indeed the net result. That Western 
Canada should be expected to bear even its own share of 
further costs in Such circumstances ig unthinkable. It is 
truc that traffic may still be found in Western C nada 
that can bear the increase - because it has no means of 
avoiding it - long after the practical limit of increases 
has been reached in Eastern Conada. But to continue 
applying increases to Western C>nada would widen the dis- 
parities between the rates paid in the East and in the 
West. Were the Federal Government to limit its 
assistance to making up what E-stern traffic could not be 
made to yield - that would amount to augmenting a4 tre- 
mendous advantage in an aren of Canada already greatly 
favoured by natural and other advantages. If an increase 
cannot be applied cqually to competitive and non-competitive 
rates alike, then it must not be extracted from non- 
competitive traffic. 

COMMISSIONER INNIS: Have you any estimate of 
what that would amount to? 

MR FRAWLEY: I do not know, sir. We are told that 
the high-class traffic now is being eroded in Eastern 
Canada. We are told -- and this is 4 Surmise, but it is a 
surmise which certainly causes great alarm to me -- that 
they are now at the end of the way in so far as further 
increases on freight rates are concerned. What it would 
cost, sir, is Just one of those things--- 

COMMISSSIONER INNIS: You do not go along with the 
$40 million ana the $56 million of the other two provinces? 

MR FRAWLEY: No, I do not go along with that, sir. 

THE CHAIRMAN: Do you think those figures are too 
high? 

MR FRAWLEY: I have not applied my mind to that 
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sort of subsidy. 

THE CHAIRMAN: You are neutral about that? 

MR FRAWLEY: I just do not Support that ‘kind of 
Subsidy, sir. I am not asking--- 

THE CHAIRMAN: What kind do you support? 

MR FRAWLEY: This Subsidy. I do not regard LG 
Sir, aS a2 subsidy; I regard this, ag~-- 

THE CHAIRMAN: You call it a Subsidy. 

MR FRAWLEY: Yes, I do. It is really a subsidy, 
sir. Any payment out of the Federal Treasury--- 

THE CHAIRMAN: You say it is in effect a subsidy. 

MR FRAWLEY: Yes, my lord. I mean, .L do net 
Seek to avoid calling it a Subsidy. I will call it a sub- 
Sidy. But it is assistance out of the Federal Treasury 
to the Canadian P>cific Reallway, we will say, or the 
Cynadian National Rrilway. Why? Because they are forced 
to continue to do an indefensible and wrong thing, namely, 
keep paying successive increases over which they have no 
control. Let us say, for instance, that out of the present 
pending wage negotiations there comes 2 large increase in 
freight rates. Now, they say that that cannot be visited 
-- perhaps I should say, I am Saying that there is great 
likelihood that that increase could not be visited upon 
the competitive traffic. If that is the situation -- and 
in my respectful submission it would be the duty of the 
Commission to make close inquiry into that -- and if it 
could not be borne by the competitive areas of Eastern 
Canada, then they should not be allowed to do what they 
Will do or would otherwise do, take it from the non- 
competitive areas. Now, I say that is the crisis that has 
been reached. 

THE CHAIRMAN: Would you say that Parliament 


should itself both set the amount of these increases 
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end hand it over to the railways? 

MR FRAWLEY: Parliament Should say to the rail- 
ways, "You have reached an impossible and untenable 
position. We cannot permit you now, because of some- 
thing over which you have no control" <- I will go that 
far, and I say that is the ground on which the railways 
would have to put it. The railways would go to Parliament 
ond say, "We have reached the end of our road, because of 
conditions over which we have no control. There is now 
such an effective competitive situation in Central Canada 
that those rates will not now take further increases, and 
we ask you to assist us in making up what we cannot get 
out of Eastern Canada." 

Then of course I go further, and say that they 
must not be allowed to only make up what they could not 
get in Eastern Canada out of the Federal Treasury, and 
then continue to inerease the non-competitive traffic in 
Western Canada. So TI say, when that situation is reached 
== granted that it has beep reached -- I mean if, as and 
when it is reached -- I will put 1t that way, sir -- then 
there must be a stop, and to me that, sir, is the crisis. 

I do not think there is anything more important 
in the transportation problem in Canada today than the 
fact that, because of many, many things -- because of 
Scogreaphy, because of the adequate canal system in Eastern 
Conada, because of the efficient highway system in Eestern 
Canada, because of many things -- the railways now are 
reaching an impossible situation, but I say that they must 
not be allowed to continue to seek out further increases 
out of the non-competitive area. I cannot put it any 


more graphically than that. 


(Page 21830 follows) 
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THE CHAIRMAN: You must, I think, having 
regard to the figures we have seen in the newspapers, 
the possible consequences of certain demands now 
being met with; you must have in mind that Parliament 
would be devoting very large sums of money indeed 
just for that one reason alone. 

MR. FRAWLEY: That is right, my lord. I 
face that. 

THE CHAIRMAN: Do you think then that you 
can say consistently with that, that you are still 
anxious that the Canadian Pacific Railway should remain 
a private enterprise? 

MR. FRAWLEY: Well, I say this, when I come 
to that in my argument, I have to take a sort of middle- 
of-the-road position there. 

THE CHAIRMAN: Well, you face these things? 

MR. FRAWLEY: Quite, sir. 

THE CHAIRMAN: I am wondering how long 
people would put up with having many many millions 
of dollars being paid out to subsidies here and 
Subsidies there, if the railway is owned by other 
peopic. 

MR. FRAWLEY: Quite so, I put the alternative. 
I put it in the form ofa rhetorical question, with 
great respect. Can we contemplate the railways with 
these large demands that have come upon them through 
wages and material costs -- they have no control over 
increased material costs, sir, and it almost seems 
they have no control over wages either; but in any 
event here they are faced with these increased demands 


which must, to them, be translated into freight rate 
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increases, It is step number 2; it, I must say, 

cannot be done. Now, they have freight rate increases. 
Where is it to be realized? I say, with all the con- 
viction of which I am capable, that it is an unthinkable 
thing that they should be allowed to do the only thing 
they say they can do. As Mr. Fairweather says, it will 
have to be put where it can be got. No, I say, that 

is the crisis in Canada today. Surely there is something 
wrong about that. Then they have reached a situation 
where the Parliament of Canada, as parens patria, must 
come in and say: "This is a situation which the 
railways must not be permitted to do" and I say - - 

THE CHAIRMAN: Parliament could only prevent 
Lt by voting large sums of money. 

MR. FRAWLEY: It certainly comes to that. 

THE CHAIRMAN: That is the only way. 

MR. FRAWLEY: Yes. 

COMMISSIONER ANGUS: And these sums would 
have to be really the difference between the net 
revenue of the railways todayand the revenues the 
railways need, substantially? 

MR. FRAWLEY: Well, it would have to be 
(without seeking to avoid that question, because 
that is what it may be); I put it another way and 
say: What amount of money can you not collect 
out of Central Canada? So many millions. There 
then are the so many millions you have to collect, 
and then I say they must go further and say: "We 
cannot permit the Treasury to pay for Eastern Canada 
and the shippers themselves pay in Western Canada. 
So you come to a third point. That is, and I must 


not run away from the number of millions that would 
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eventuate, but I Say this seriously - - 

THE CHAIRMAN: And you must not run away from 
all the consequences of that kind of policy running on 
year after year. 

MR. FRAWLEY: That is right, sir, and I face 
the other too, my lord. I look at the other consequences, 
the other side of the medal: the non-competitive area 
which is destined to continue to be a non-competitive 
area, which year after year must continue to pay. Now, 
I say, my lord, that the Parliament of this country cannot 
permit that to be done, that is all. And I am saying 
this in all sympathy, I say that seriously, and in 
all sympathy with the railways: this competitive 
Situation is something over which they have no control. 
toey would*iske to cet rid of it, but if that is true 
and if that is the stone wall to them so far as further 
revenue is concerned, then something must be done. 

THE CHAIRMAN: Well, we will hear how the 
railways argue in response to all this. 

MR. FRAWLEY: Yes, my lord. Now, then, I 
now proceed to the more particular matters with which 
my Submission is concerned, and the first one is 


equalization. 
PART) Til 
EQUALIZATION 


In the Alberta Brief entitled "Rate-making 
Principles and the Rate Structure” it was pointed out 
that there were in effect at the present time: 

(1) Different scales of standard class rates 


in different regions of the country. 
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(2) Different scales of distributing rates -- 
in the East called "Town Tariffs" and in 
the West "Distributing Rates". 


(3) Different commodity mileage scales on the 


Same commodity in different regions. 


(4) Different levels of non-competitive commodity 


rates. 


Transcript references: 


Text of Brief Vol. 58 Dee LLLOO- to" LL1L73 

Evidence-in-chief Vol. 58 pp. 11178 to 11304 
Vol. 59 pp. 11311 to 11398 

Cross-examination Vol. 59 pp. 11398 to 11481 
Vol. 60 pp. 11482 to 11631 


These differences --~ these anomalies in the rate 
Structure -- arose out of a number of conditions: 
(1) Competitive conditions. 
(2) Traffic conditions existing in the early 
' period of settlement in the West. 
(3) Differences in regional costs or densities 
Of Grarric. 
(4) Other purely local conditions. 

Alberta submits that the continued existence 
of these differences cannot be justified by present-day 
conditions; that on balance they are a greater burden 
upon Western Canada and should be removed. 

I will elaborate upon each of these matters, 


point by point: 
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Competitive conditions (as being one of the 
conditions out of which arose the differences 
which I have enumerated) cited in defence 

of regional differences are either obsolete, 
greatly altered, or met today by means of 


Specific competitive rates. 


Traffic conditions, existing in the early 
period of settlement in the West, applying 
in the early years of railway operation in 
the West are not any indication of what 


the level of rates should be today. 


Differences in regional costs and traffic 
densities ignore regional revenues and ignore 
the position and function of the region in 


relation to the system as a whole. 


In a single transportation system serving many 
different regions, the continuance of rate levels 
differing with regional costs of operation or 
regional traffic densities works hardship on the 
outlying parts of the system. These outlying 
areas act as feeders for the main lines and often 
have no local purpose or funetionother than to 
connect the area with the rest of the system. 
Such a method of rate making compounds advantages 
at the nucleus of the system and similarly 


compounds disadvantages at the periphery. 


Other purely local conditions: in most cases 


the differences traceable to local conditions 
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are pure historic survivals and remain 

largely because of the lack of effective 

machinery for their removal. 
THE RAILWAY ACT AND THE TRANSPORT BOARD 
IN THE MATTER OF EQUALIZATION 

In the Alberta case it was pointed out that, 
while there is nothing in the Railway Act to prevent the 
Board from putting into effect equalization of whatever 
type is desired, it is also true that there is no specific 
provision in the Act making equalization mandatory upon 
the Board. 

THE CHAIRMAN: Does that mean, no matter how 
far apart the origin and destination my be? 

MR. FRAWLEY: Yes, my lord, that means traffic 
moving from the same origin to the same destination. I 
mean,, Montreal to Ottawa, Montreal to Ottawa. 

THE CHAIRMAN: Montreal to Vancouver? 

MR. FRAWLEY: Montreal to Vancouver, Montreal 
to Vancouver. 

Section 314 ss. 1 comes closest to providing 
for equalization. That subsection requires that tolls 
"Shall be charged equally" subject to specified conditions. 
But this prescription applies to "traffic passing over the 
same line or route". There seems to have been general 
agreement between Alberta and the Canadian Pacific that 
this phrase has been interpreted to mean traffic moving 
from the same origin to the same destination. wee 
Jefferson, Vol. 80, p. 15938 - 39). If that pee eet 
interpretation, then Section 314 ss. 1 can be construed 
only as a provision prohibiting one type of personal dis- 


crimination -- that is to say, requiring that on identical 
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movements the same rates must be charged to all shippers. 
No reference has been found in any of the Board's Judge- 
ments which would place any broader meaning on this 
phrase. Equalization has never been laid down by the 
Board as the foundation for the rate structure -- the 
foundation from which departures might be made under 
proper circumstances. All of which Supports the inter- 
pretation of Section 314 ss. 1 as merely a prohibition 
of one type of personal discrimination. We therefore 
recommend that Subsection 1 of Section 314 be repealed 


and the following be substituted therefor -- 


314 REVISED: 


(1) All tolls shall always in respect of 
all traffic of the same description, 
and carried in or upon the like kind Vol. 108 
p. 20006 
of cars or conveyances, passing over the 
Same line or route from the same origin 
to the same destination, be charged 
equally to all persons and at the same 


rate, whether by weight, mileage or 


otherWise. 


In this subsection we have deleted the words 
"under substantially similar circumstances and 
conditions" and after the words "same line or route" 
we have added -- "from the same origin to the same 
destination". 

We have deleted the phrase "under substantially 
Similar ¢ circumstances and conditions" as unnecessary 


under the explicitly restricted meaning henceforth to 
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be attached to this subsection. 

THE CHAIRMAN:- When you say "explicitly 
restricted meaning", you mean by that, since the traffic 
now is meant to be from point to point? 

MR. FRAWLEY: Yes, from the same origin 
to the same destination. 

THE CHAIRMAN: When you say "origin" you mean 
the point of shipment? 

MR. FRAWLEY: Yes, my lord, the point of 
shipment to destination. 

THE CHAIRMAN: To the point of destination? 


% 
(Page 21440 follows) 
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The absence of any mandatory section in the 
Railway Act regarding equalization has had unsatis- 
factory consequences, It has made the achievement of 
equalization a long protracted Struggle, permitting 
regional differences to remain for no better reason 
than that those differences formed part of the establish- 

ed order, The railwayshave never been called upon by 
the Board to justify such differences ab initio; the 
Shipper complainant has been forced to prove “unjust 
discrimination." The removal of inequalities and 
anomalies has been made to depend on the ability of the 
complainant to prove “unjust discrimination." To 
be required to show unjust discrimination has proven 
entirely insufficient to remove differences in class 
and commodity rate Scales, -- 

THE CHAIRMAN: Do you not think that unjust 
discrimination might very well be asserted by Somebody 
who is not at these particular points of departure and 
arrival? Suppose the point of destination is a certain 
market, According to you from region A to that market 
the tolls would have to be the same because the two 
Points of origin and arrival are the Same, 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: What about the people who are 
in between, who live at other points? Those are the 
ones who say, "You are discriminating against us: you 
are giving the potato growers in A a better rate to 
get to that competitive market than we get at this 
other point, B," 

MR. FRAWLEY; This subsection -- 

THE CHAIRMAN: Is that the kind of discrimina- 
tion you really get today? You just say it means point 


to point, Are there any discriminations today point to 
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point? In your amendment you say: 
"All tolls shell always in respect of 
all traffic of the same description" -- 
I suppose you mean the same commodities? 
MR, FRAWLEY: Yes, 
THE CHAIRMAN: " -- and carried in or 
upon the like kind of cars opr conveyances, 
passing over the same line or route from the 
same origin" --. 
You say that means point of shipment. 
"== to the same destination" -- 
You say that means point of arrival, 
" -- be charged equally to all persons 
and at the same rate, whether by weight, 
mileage or otherwise," 
Does that not go without Saying? Suppose it is 
potatoes, as we said, and the point of shipment is a 
town and the market point is another town. Would not 
all those who Shipped potatoes from the point of shipment 
to the point of destination pay the same freight? 
MR. FRAWLEY: Yes, 
THE CHAIRMAN: They do today. 
MR. FRAWLEY: Yes, 
THE CHAIRMAN: That is all that you are bringing 
about here, The discrimination complained of is on 
the part of those who do not live at point A; they live 
Somewhere else, 
MR. FRAWLEY: This section would not apply 
because this man would not be shipping -- 
THE CHAIRMAN: You would repeal the present 
section, You say: 


"We therefore recommend that subsection 1 


of section 314 be repealed" -- 
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MR. FRAWLEY: Yes, 

THE CHAIRMAN: Then in your proposed section it 
Says that all freight from one point to another point 
of the same description shall pay the same toll, Well, 
of course it does now. Isn't that right? 

MR. EVANS: Yes, it is the same tariff, 

MR. FRAWLEY: I want to be sure I understand 
what your lordship's objection is, 

THE CHAIRMAN: I think you had better recon- 
Sider your amendment, 

MR. FRAWLEY: Will your lordship excuse me for 
a moment? You see, my lord, perhaps I should say this 
section is just the first step in the scheme of 
equalization which I intend to propose, and I have 
further amendments, 

THE CHAIRMAN: Mind you, you sacrifice the 
present section; you repeal it, 

MR. FRAWLEY: Ana I put this in because I say 
this is how the section Should now read, In my sub- 
mission it has been interpreted as being from the same 
origin to the same destination, That is all that the 
Section means as it stands now, and I am making it more 
clear, 

THE CHAIRMAN: There is the matter of the 
words "similar circumstances and conditions", To 
begin with you take them out, 

MR. FRAWLEY: JI say that is unnecessary because 
now it is necessarily under the same circumstances and 
conditions, 

THE CHAIRMAN: I think what you are doing is 
you are putting in a totally different section which 
Probably is unnecessary because it just says that all 


potatoes carried from A to B shall be carried for the 
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Same price to all shippers, That is all you are Saying 
there, Is it necessary to Say that? Is that not the 
fact? That is to say, the railways cannot discriminate 
between Shippers Shipping the same commodity from the 
Same point to the same point. 

MR, FRAWLEY: That is right, 

THE CHAIRMAN: Whether they are rich or poor, 

MR. FRAWLEY: They could not, but I say this 
prohibits it, That is why I Say it prohibits personal 
discrimination, 

THE CHAIRMAN: Is that not taken for granted 
in the freight structure? As I say, the railways 
cannot say, "We will have two rates for potatoes from 
WebOBeem yal sam nat talking about agreed charges nov, 
That might complicate the Situation, Mind you, in 
putting forward this amendment you are throwing out 
what section 314 now contains, that is to say, that: 

"All tolls shall always under substantial 

Similar circumstances and conditions, in respect 
Of all traffic of the same description, and 
carried it. oc» upon the like kind of cars or 
conveyances, passing over the same line or 
route, be charged equally to all persons and 
at the same rate, whether by weight, mileage 
or otherwise," 
It provides for different points of Shipment to different 
Points of destination. The rate must be the Same, 
You would bring that down to apply only to those who 
Ship from the same point to the same point, I think 
you had better consider ah re 

MR. FRAWLEY; May I just say that the inter- 

pretation which your lordship has put on it is not, in 


my understanding, what has been the interpretation, 
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In other words, it has now been interpreted to mean 
just as I have left it now. In other words, it has 
been interpreted to mean that the rate from the same 
origin to the same destination must be the Same, and 
I have just saia that in so many words, 

THE CHAIRMAN; That is what I say. Why do you 
need a new section to Say that? Nobody disputes that. 
You see, the present Section goes much further than that, 
It says that not only must the rate be the Same from 
A to B but it must also be the same to all persons on 
that same line, 

MR. FRAWLEY: This is an extravagant example, 
The section does not say if the rate from Ottawa to 
Winnipeg is so much that the rate from Sudbury to 
Winnipeg must be the same because it is on the same 
line, The section does not Say that. 

THE CHAIRMAN: Tf suggest you should think it 
Over, 

MR. FRAWLEY: Very well, my lora. Before 
leaving the matter, and at this Place in my argument, 
perhaps I might call attention to section 3162 

THE CHAIRMAN: My colleague, Professor Innis, 
raises a question that has been raisea before, Has 
the present Act been interpreted to mean running both 
waysS on the same line? 

MR. SINCLAIR: No. 

THE CHAIRMAN: Mr, Sinclair says no, I think 
that is right; we were told no, 

MR. SINCLAIR: Consumers Glass and C.F.A, 
is the case, 

THE CHAIRMAN: T think perhaps we should look 
at that, 

MR. SINCLAIR: TI have not the citation here, 
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MR, FRAWLEY: On the point raised by Professor 
Innis, I want to call your attention to the Dominion 
Sugar Company Rope, 1920, 17 J.0.R. &R., 561, 
THE CHAIRMAN: 1928? 
MR, FRAWLEY: 1925, 14°705n On Rive & Ry 5 561, 
At page 564 it says; 
"Even with regard to rates on the same 
line of railway,a difference in rates on differ- 
Ent parts of the line does not necessarily con- 
stitute unjust discrimination," -- 
THE CHAIRMAN: No, unjust discrimination must 
be shown, 
MR. FRAWLEY; " ~~ and to carry the illus- 
tration further, there may be, without 
unjust discrimination,over the same portion 
or ehegicin ot: difference in rates where the 
movements are in the opposite direction," 
THE CHAIRMAN: That is the same case you have 
in mind? 
MR. SINCLAIR: No, I think the Consumers 
Glass case was referred to in that case, Consumers 
Glass is the leading case on the point. It makes it 
very clear,., 
COMMISSIONER *NNIS: You make that much more 
precise in your revision, 
MR, FRAWLEY; Yes, that is the purpose of eo a 
I shall continue with my argument. 
To be required to show unjust discrimination 
has proven entirely insufficient to remove differences 


in class and commodity rate scales, for this complaint -. 


that is the complaint of unjust discrimination -- is 


effective only when there ig competition between shippers 
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in the same market, That is clear from many decisions 
of the Board, I would only call attention to the 
Spanish River case, 

MR. COVERT; That is 28 C.R.C., page 100, 

THE CHAIRMAN: What is the name of the case? 

MR. COVERT: Spanish River v at ea gi east Us 5 
page 100, 

MR. FRAWLEY: I want to quote from what they 
say at page 111, 

"In passing upon such matters, the Board 
has held it should take into consideration 
whether there is actual competition in the 
Same markets,between the companies concerned, 
and in respect of the product concerned: and 
where there was no such competition it has 
held that difference in rate did not con- 
stitute an unjust discrimination or undue 
preference," 

The citation there is Michigan Sugar Company versus 
wow, & LL, B. Railway Company, 11 C.R.C. 9555 ait 
page 362, 363, 

THE CHAIRMAN; That is the case that our Board 
refers to? 

MR. FRAWLEY: That is the case our Board 
refers to, the earlier case of the Michigan Sugar 
Company. Then they go on to say: 

"One criterion of unjust discrimination 

is whether the district alleged to be dis- 
criminated in favour of has profited at the 
expense of the locality against which it is 
alleged the discrimination has taken place," 
They cite there three cases which the Board will find 
at that page in the Spanish River case. 
(Page 21853 follows) 
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At the seme time the concept of just end. reasonable 
rates has been rendered even less effective for this pur- 
pose - that is, removing the difference in cost and commodity 
rate scales - by making the standard of ressonableness per 
se the rates paid by other Shippers in the immediate vicinity. 
And I refer there to whet Mr, Evans said at volume 87, page 
20650<1. Comperisons betweenspecific rates or rate scales 
in the Onterio-Quebec and the Prairie territories respectively 
have been given no weight. And I refer to Plunkett sand 
Savage v Express Traffic Association, 1923, 28 c.R.c. 402, 
405. That there Should be differing bases of rates in 
different regions has been taken for granted, and this has 
been deemed to be enough to vitiate such rate comperisons, 
And I refer to the evidence of Mr, Jefferson, Vol. 80, D> 
15915 and 15940. Such @ procedure has Successfully ruled 
out 2 priori any broad criterion for reatynable rates - the 
regions have been considered separate compartments between 
which comparisons are not valid, 

The Board has two Separate criteria by which 
to judge a rate complaint: 

(1) Whether the rates are just and reasonable. 
(2) Whether there is any unjust discrimination 

or undue preference involved. 

I cannot put it too Strongly thet these criteria are separate 
énd distinct from one another, Our complaint is thet the 
Board has constently confused these two, and for all 

Precitcel purposes has made unjust discrimination the 

Sole criterion, even to the extent of equating ressonable- 
ness with the absence of un just SARC meets On. 

THE CHAIRMAN: Pardon me, but‘those considerations 
ot to what you refer to as the general application for a 
freight rate increase or decrease, has the Board not been 
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reasonable, not in oa way to Satisfy everybody but I mean they 
ee ae thet way? 

MR. FRAWLEY: oup Submission is that the question 
of "just and reasonable’ hig not been properly examined,/ that 
it has been merged with the concept of unjust discrimination, 
What I intended to refer the Commission to was to what was 
said by Commission McKeown in the general rate investigation, 
fod .0<R.&.R, bege 151,48t page 134, 

THE CHAIRMAN: Where do you refer to that? 

MR. FRAWLEY; At this point I Should like to 
give the Commission that reference, 

THE CHAIRMAN: Oh yes. Would you say that again, 
please? 

MR. FRAWLEY: It is the general rate investigation, 
17 J.O.R.&.R, 131 at page 134. here the Chief Commis- 
Sioner says: 

"It must be said that it is difficult to find 
instances in the existing rate Schedules wherein 
individual rates compared with each other can be said 
to be tainted with undue preference OF “un just diss 
crimination," 

THE CHAIRMAN: Must we not take it for granted-_- 
or am I wrong--that you have e general rate Structure which 
Places a ceiling over all rates? Must it not be assumed that 
that rate structure is just end reasonable to begin with: and 
that underneath it, go far, the railways are left free to 
méke confessions here and there, provided that in doing so 
they do not discriminate against some locality or some person, 
Is that not the present situation? 

MR. FRAWLEY: It was argued to the Commission thet 
because of the requirements in section 330 which says: 
"Every standard freight tariff shall be filed 
With the Board, end Shall be subject to the spproval 
of the Board," 
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It is there thot what your lordship has referred to as the 
ceiling rates sre filed for 8pprovel, under section4330 which 
says: 

"Every standard freight tariff shall be filed 

with the Board, and shall be Subject to the approval 

of the Board," 
It was argued to the Board that because the standard maximum 
mileage rate - the ceiling as your lordship has called it - 
is approved, that it must be, sort of mathematically or by 
Statute, a Just and reasonable rate, because of this over- ‘all 
requirement thet the Board must -- 

THE CHAIRMAN: Fix end maintain, 

MR. FRAWLEY: Yes,.fix and maintain @a rate which cast 
always just and reasonable. So it igs argued that merely because 
there is epproval under section 321, then all the rates 
approved under 330 ere just and reasonable; and those are 
the ceiling rates, the very maximum rates. Then as your lord- 
ship has Said, they have the right to establish rates under 
that: and every rate established under thot ceiling must 
@ fortiori be just end reasonable, 

THE CHAIRMAN: No, because it may discriminate, 

MR. FRAWLEY: Oh, yes, subject to discrimination. 
That renders this whole concept of Just and reasonable'to be 
not important at Aas 

THE CHAIRMAN: Yes. But we must adimit, I think, 
that the Act is being obeyed ahd) thi celling, to call it 
that, is 3 just and reasonable one. 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: Then no rate fixed lower than that 
Can be unjust and unreasonable? 

MR. FRAWLEY: That is right, 

THE CHAIRMAN: But because it is low, it may dis- 
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made to pay the ceiling rate, 

MR. FRAWLEY: Yes, my lord, I follow thet, 

THE CHAIRMAN: Insofar as that locality is concerned, 
the rate would not be unjust snd unreasonable in itself, but 
it becomes go because some other locality is being fovow ed 
at its expense, 

MR. FRAWLEY: [+t becomes a matter of discrimination 
and undue preference, 

THE CHAIRMAN: ‘Thot locality Says, "Give us the 
Some rate that you have Siven to the other localities", 

MR. FRAWLEY: Pe Bite Bute my lord, to me whet that 
does is to put the whole concept of Just and reasonable rates 
8S something not very important, 

THE CHAIRMAN: Tell me whet ig your remedy for this, 
What do you went us to do, Heve you an amendment? 

MR. FRAWLEY: We have a specific Series of amendments. 

THE CHAIRMAN: We had better wait until we get to 
them» then, 

MR. FRAWLEY; Very well, my lord. Then fT Soy: 

The result is that regional disparities in rates 
have persisted 8S 8 source of dissatisfaction, It is perhmips 
Significant that, although the power to remove these disparities 
is admitted by all parties to lie with the Board end although 
Such power has been continuously with the Board since its 
formation, the only Step that has brought equelizstion within 
Sight of realization has been the recent voluntary proposel 
On the part of the Canadian Pacific Railway. 

THE CHAIRMAN: [I did not mean to exclude, by what 
I said just now, any contention thot you may wish to complete 
later Ons .F Suppose, about eny particular system of rates 
being unjust end unreasonable such as, for instance, horizontal 
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-21857- Mr. Frawley 


MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: You Still are free to argue that that 
System in itself does produce unjust and unreasonable rates, 

MR. FRAWLEY: Yes, I follow what your lordship says, 
I continue: 

There seems to be little fear now that equalization 
would be imprecticable or run counter to principles of rate- 
making acceptable to the Board, This would indicate clearly 
that the Board's practice of waiting for complaints to be 
lodged before acting has operated to the disadvantage of 
Shippers and consignees in regions that have so often unsuccess- 
fully complained about the rate disparities which are now to 
be removed by the gracious acquiescence of the Canadian Pacific, 
i call to the Commission's notice that Such a step is eventually 
being achieved not as a direct result of the statutory obliga- 
tion on the Board to prescribe andmaintain just and reasonable 
rates, but because the railways have finally considered it 
expedient to give up the positions so tenaciously defended by 
them in a long series of cases, including the General Rate 
Investigation of 1925-27 and as recently as the Mountain 
Differential Case, All of this points to the essential weakness 
of the present Act in the matter of equalization. What value 
remains in all the reasons and arguments so often sdduced by 
the railways in previous cases -- 

THE CHAIRMAN: You refer there to recent proposals? 
MR. FRAWLEY: Yes, 
THE CHAIRMAN: © Will you give us some reference as 
to where we will find out whet was proposed? 
MR. FRAWLEY: The matter was brought up and Mr. Evans 
made a statement that it was not feasible or practical to 
Submit the scheme to the Board at the time, or to the Commission 
8t the time, Likewise it was brought up in the Transport Board, 
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-21858- Mr. Frawley 


Submit the propossl to the Transport Board: but there agein 
Mr. Evans gave reasons why, in his View, it was not a practical 
thing to submit it oat that time. And there the moetter remains, 

THE CHAIRMAN: Is it practical at this time to 
Submit any proposal? 

MR. EVANS: No, sir. There igs evidence here 9s to 
that. Mr. Jefferson Seve evidence, and the Statement I made 
was that until we had the results of the way bill analysis 
thet the Board had under way, we could not produce it, 


THE CHAIRMAN: [I remember that. We will adjourn now, 


(The Commission adjourned at 1.00 pem. to meet again at 2A5 Deitg 


(page 21860 follows) 
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- 21860 - Mr. Frawley 


OTYAWA, ONTARIO 
FRIDAY, MAY 5, 1950. 


Peed teeeen en oe Se 8 TON 


THE CHAIRMAN: Mr. Frawley? 

MR, FRAWLEY: I was at the middle of page 
c-8, my lord. 

What value remains in all the reasons 
and arguments so often adduced by the railways in 
previous cases in defence of existing regional dis- 
parities -- differences in regional costs, regional 
traffic densities, the inability of the shipper to 
prove detriment, the absence of unjust discrimination, 
and so on? Now it would appear that they can be quickly 
and conveniently forgotten. 

The conclusion can only be that the Board's 
practice has placed an impossible onus on the individual 
Shipper seeking reasonable ratss. He has been asked to 
Show cause why regional differences should not be 
allowed to exist. No more effective device for the 
defence of the status quo could be imagined. Complaints 
regarding the reasonableness of rates have been whittled 
down to complaints regarding unjust discrimination. 

What the individual shipper or the region itself was 
unable to obtain as a right is to come as a gift from 
the railways. We hope not wholly on the railways! terms! 

But Alberta is not satisfied to leave the 
matter there, We ask the Commission to go much further 
on the way to a just equalization -- much further that 
the railways have offered to go. 

Now, I go, my lord, to our positive proposal 


by which we hope to bring about equalization. 
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RECOMMENDATIONS re EQUALIZATION: 
a RA EGATION 


At page 11112, Vol. 58 of the Transcript, our 


recommendations regarding equalization are set forth: - 


(1) Class rates within all regions should be 
uniform. 

(2) General commodity mileage scales should be 
uniform in all regions for each commodity 
involved, 

THE CHAIRMAN: Pardon me, when you use that 
expression "uniform in all regions" do you mean in the 
whole country? 

MR, FRAWLEY: Well, regions. There are what 
they call regions, rate regions, rate territories. 

THE CHAIRMAN: Yes, I know. 

MR. FRAWLEY: That is what I mean. 

THE CHAIRMAN: Within each one of these sub- 
divisions of the country there should be equalty? 

MR. FRAWLEY: Yes, in all regions, they 
Should be the same, 

COMMISSIONER INNIS: In each or in all? 

MR. FRAWLEY: No, in all. 

THE CHAIRMAN: In the whole country? 

MR. FRAWLEY: Yes, my lord. Let me be quite 
Clear. Something has been drawn to my attention, that 
the rates between regions, between, for instance, 
Toronto and Edmonton where they go through the Fort 
William break, those are treated separately, those 
are different. But we say that apart from that the 
Commodity mileage scale in Alberta for 100 miles is 


X cents, and it must be X cents for 100 miles in 
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Nova Scotia. 

THE CHAIRMAN: But it would be less in one 
region that it is in another region? 

MR. FRAWLEY: That is Pignt, my lord. 

THE CHAIRMAN: But between FeeeOne Let. iy 

MR. FRAWLEY: That is different between regions, 
and I deal with that Separately. 

THE CHAIRMAN: I think you told me some 
months ago that a case such as the first there, similar 
mileage, similar commodities, but two different regions, 
one is British Columbia and one Nova Scotia: that rates 
prima facie should be the same, 

MR. FRAWLEY: Yes, my 20rd. 

THE CHAIRMAN: But that if there was competition 
in one area and not the other, there might be deviation? 

MR. FRAWLEY: Yes, my lord, that is our sub- 
mission, 

THE CHAIRMAN: You are not receding from that 
ground? 

MR. FRAWLEY: Not at all, that is our position. 
Now, I did not read the third one:- 


(3) Specific non-competitive commodity rates 
Should be uniform in all regions for like 
commodities, 

Now dealing with the first one, Alberta 
proposes that the first of the above recommendations, 
that class rates within all regions should be uniform, 
We Suggest that that be implemented by a change in 
Section 329 (1) as follows, and this would be our 
329 (1) in lieu of the existing 329 (1). What I 


Substitute for the present 329 reads as follows, my lord:- 
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329 REVISED: 
— eee 


(1) The standara freight tariff shall specify 
the maximum Mileage tolls to be charged - 
for each class of the freight classification 
for all distances covered by the company's 
railway and such tolls shall be the same 
for the same distances and the same tolls 
Shall be charged by all companies. 

THE CHAIRMAN: This is to take the place of 
what? 

MR. FRAWLEY: Of what is there now, 329 (1). 
Well, it is not market (10 it te the first Sub-section 
of 329. 

THE CHAIRMAN: Just a minute, what is the 
difference between the present sub-section and - - 

MR. FRAWLEY: Well, my lord, there are a 
humber of variations there, Reading from the present 
Section 329:- 

"The standard freight tariff or tariffs 

where the company is allowed by the Board 

more than one standard freient= tart frei... 2 
THE CHAIRMAN: ‘That is where it is pluralized? 
MR. FRAWLEY: Yes: - 
ry Sahel Specify the maximum mileage 
tolls to be charged for each class of 
the freight Classification for all 
distances covered by the company's rail- 
way," 

Now, our amendment, we think, prescribes, 
as I say on the top of page C-10, one and the same 


Scale of Standard class rates for all railways under 
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the Board's Jurisdiction. We think our amendment makes 
that ‘perfectly clear now, that there must be one and 
the same scale for Standard Class rates for all 
railways under the Board's jurisdiction, 

THE CHAIRMAN: Is that the case today? 

MR. FRAWLEY: No, that is not the case now, 
So that we want that, and we think the language we have 
adopted will make that clear. 

THE CHAIRMAN: One and the same Scale of 
Standard class rates ior 21) railways. Do you say 
today there is a difference between Standard class 
rates between - - 

MR. FRAWLEY: Not railways, between regions 
there are differences today which we want to eliminate, 

THE CHAIRMAN: TI gee, This amendment prescribes 
one and the same scale of Standard class rates for 


all railways. 


MR. FRAWLEY: Yes, my lord. 

THE CHAIRMAN: Under the Board's jurisdiction? 

MR. FRAWLEY: Under the Board's jurisdiction, 

THE CHAIRMAN: You mean all regions again? 

MR, FRAWLEY: I mean in all regions and for 
all railways, but your lordships point may be that there 
is no difference now between the railways. 

THE CHAIRMAN: No, no, 

MR. FRAWLEY: That could be so. 

THE CHAIRMAN: You sound that way. 

MR. FRAWLEY: That is right, and there are 
no differences today, so that that thing perhaps 
does not have to be taken care of Specially. What we 


are anxious to take care of Specially is the fact that 
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today there is a class rate Scale in the West and a 
different class rate scale in the Kast. 

It must be recalled that under an accompanying 
recommendation Alberta asked that the dual system of 
class rates -- standard class rates and distributing class 
rates overlapping in the same area -- be abolished and that 
in place there be established a Single scale of class rates 
at or near the level of the present distributing class 
rates. 

THE CHAIRMAN: You think your proposal would 
bring about that result? 

MR. FRAWLEY: Yes, my lord, that. is the 
purpose of it. Then I give the reference to Volume 
Boy DD. 11330-33. 

Now, our second and third recommendations 
for equalization -- and Just to go back again, the 
Second one was that general commodity mileage scales 
Should be uniform in all regions for each commodity 
involved, and the third was that Specific non-competitive 
commodity rates should be uniform in all regions for 
like commodities -- we Say as to that that our second 
and third recommendations for equalization would be 
achieved by the repeal of Section 329 (3) of the 
Railway Act and by the substitition in its place of 
&@ new Section 329A, sub-section (1) and (2), which 
new legislation is to be found at the transcript page 
e001] where they were put in some weeks ago. Now, 
the new section 329A will read: - - and your lordship 
will appreciate we are now passing from the standard 
Class rates to the Special freight tariffs, because 


those were the ones dealing with commodity rates. 
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SECTION 329A 


(1) The special freight tariffs shall Specify 
the toll or tolls, lower than in the standard 
Trois tari rrr’ 


THE CHAIRMAN: Does that mean all rates lower 
than the standard are Special? 

MR. FRAWLEY: Are special rates. Then there 
are Special rates - - 

THE CHAIRMAN: Commodity rates? 

MR. FRAWLEY: Commodity rates, yes, those 
are the Special rates. 

THE CHAIRMAN: So long as they are below the 
ceiling they are special? 

MR. FRAWLEY: They are Special, my lord. One 
might say that, yes, that is quite right, my lord. 

THE CHAIRMAN: All right then. 

MR. FRAWLEY: 

"SECTION 329A, 

(1) The special freight tariffs shall specify 

the toll or tolls, lower than in the standard 

freight tariff , to be charged by the company 

for any particular commodity or commodities, 
or for each or any class or classes of the 

freight classsification, or to or from a 

certain point or points on the railway." 

Now, that is exactly as it reads up to the 
present, that is how it reads now and that is where we 
Stop. 

THE CHAIRMAN: Do you strike out the rest? 


MR. FRAWLEY: Then we stop there and the rest 
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is struck out. 

THE CHAIRMAN: Yes, will disappear. 

MR. FRAWLEY: Yeeumyviond. Well, as a 
matter of fact we strike out the whole of (3) and 
then we repeat it all, what follows after the semi-colon, 
"greater tolls shall not be charged " and so on, 

THE CHAIRMAN: Do you think you are taking 
care of that - - 

MR. FRAWLEY: Elsewhere, yes, my lord. Now, 
the second sub-section reads (and this, my lord, you 
Will appreciate is a new Subsection):- 

(2) The tolls for the same description of traffic 
charged in the special freight tariffs shall be 
just and reasonable and shall be the same for 
the same distances, and such distances may be 
expressed in blocks or Sroups and such blocks 
or groups may include relatively greater dis- 
tances for the longer than for the shorter hauls; 
Provided that distinctions in such descriptions 
of traffic shall be based on the nature and use 
of the commodity or commodities and Shall not be 
based upon local or regional differences in 
Operating conditions nor upon competitive 
conditions, 

THE CHAIRMAN: Is there anything of a similar 
nature now in the Act, the consideration of the use of 
a commodity? 

Mr. FRAWLEY: Well, that is where, sir - - 

THE CHAIRMAN: Or is that a new element? 

MR. FRAWLEY: No, it is new in this sense, 


that we are now allowing that there may be departures 
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from the uniform commodity rates for certain purposes, 
and that was made clear. Perhaps at this point I should 
put into the record the place in the Transcript where 
that was dealt with. That was dealt with at Volume 58, 
pp. 11139, where Mr. Darling expounded this proposition 


and that is where the matter of the proviso was discussed, 


because we appreciated the fact that there may be some 
reason for departures from an absolute uniformity of 
commodity rates, 

THE CHAIRMAN: Would coal be one of those 
commodities? 

MR. FRAWLEY: Well, almost any one would 
be, where there might be - - 

THE CHAIRMAN: Coal brought all the way from 
Alberta to be used in Ontario, is that the kind of 
project you have in mind here? "Based on the use of 
a commodity"? I am wondering, can you give me some 
other information? 

MR. FRAWLEY: Now, let us Just see if we can. 

THE CHAIRMAN: I understand you give examples 
on the next page. 

MR. FRAWLEY: Yes, I go into the reasons, sir. 
That is what I was saying and probabhy this will clear 
it up. 

These new subsections would require special 
freight tolls to be just and reasonable, and to be 
the same for "the same description of traffic. The 
intent of the proviso in the new subsection (2) (which 
is just what your lordship has been asking me about) is 
to forbid the recurrence of regional rate disparities 


based on any of the local operating conditions which 


have been used from time to time in the past to justify 
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regional disparities. 

THE CHAIRMAN: Would you give me an instance 
of that? What the complaints were? 

MR. FRAWLEY: Those matters, my lord, were 
dealt with on page C-1, where I Spoke of the competitive 
conditions, the traffic conditions existing in the 
early period of settlement in the West: "Differences 
in regional costs or densities of tratiic, and. other 
purely local conditions". 

Now we are seeking to get away from that sort 
of justification for departures. Our reasons for 
rejecting these factors, such as local costs of operation, 
density of traffic, as suitable determinants of local 
rate levels in a unified transportation system were given 
at pages 11117 to 11120, Volume 58, 

THE CHAIRMAN: When you say this, you mean 
four reasons. - = 

MR. FRAWLEY: Yes, my lord, the; reasons for 
rejecting those factors which have up to now persisted. 
We find these supported implicitly in the Canadian 
Pacific's own criticisms of the cost of service principle 
and its recent conversion to a stand favouring equalization 
of rates. By permitting -- as our proposal does -- 
distinctions in rates based on the nature and use of 
the commodity, all reasonable departures from equality 
Will be provided for. 

THE CHAIRMAN: You still have not given us an 
example of a distinction that might be based on the nature 
and use of some particular commodity. 

MR, FRAWLEY: It is called to my attention, 


my lord, that as an example of that, there might be a 


gonatam ime. 9M VLE QOS wkd 


Vet: yal 


Pio, yn ,esersen sooul, 


forme Th. ote 


atx at ti ibros 


22 yaw 


oot. ml 


P # ° 
ay Abe Pid 
“ 
’ ae 


~ 
Gao? 


, : 
NS. REPL. 
z ” Su, eae 


i a 


eigiontitg «4 


4 J ey 
Sd 


SRILA DLP Bhat ov 


pet bei eGOVE 


te. eay, Gat ceed Bit 


aaa 


Gas Twins 


Ont. ene ube 2) be - 


e ei cave Tom Mat wae GOR. 


gata, 
Fa ot 


\ 


aymah es Ris 4) 


SRP iN 


tyre iT 


ny wid EHO, WG 


aig, Ne Howes, enrPst : 


| a a Pp 


ee. iz eM. 


‘ ; an 70 A i 7 2 - 


gy me Athy as 


ee 


) 


ie bana racy scitge 


& 


ot, 


L, Rattee 


a 


we ake os ay 


i % 


ars yo Iagous ott. 


a 


Fake te, ‘ 
bh 


anouten 


2 


sm 


nb. ohsleyto nna. Li TC SDORROR: 


a . a) 


10 2% f > OLwe 
: Beit 
§ ik MELAS oe a 


i 


ca 
Aas, > 


dail, AOELONSTARD é: 3G 


- 21870 - Mr. Frawley 


departure allowed for the movement of @ partly manu- 
factured commodity. There might be a departure there 
under this expression "nature and use of the commodity", 
but not, we say, because of such things as local costs 
of operation and density of traffic and so on. 

COMMISSIONER INNIS: You are not thinking of 
market competition? 

MR. FRAWLEY: No, not NAN PLT, 

COMMISSIONER ANGUS: Did you have Newfoundland 
in mind when you drafted this? 

MR. FRAWLEY: No, not Specially, no. 

COMMISSIONER ANGUS: But it applies? 

MR. FRAWLEY: Well, it might, sir. 

THE CHAIRMAN: Perhaps you could tell me this, 
does the present Act provide anywhere for this distinction 
based on the nature and use of commodities? 

MR. FRAWLEY: Well, I cannot direct your lordship 
to any place in the Statute, but our position is that 
implicitly that is now provided for, and we are now 
making that clear, Yes, our main concern, sir - - 

THE CHAIRMAN: For example, you say "partly 
manufactured articles", Well, if they are partly 
manufactured, there they are. The nature and use 
would be that it has to go to some other factory where 
ios. to be completed. 

MR. FRAWLEY: No, my lord, but there could be 
a different rate for a partly manufactured commodity 
moved into a factory to be completed, than the commodity 
itself, the finished commodity. That would be taken 
eere.of . . 

THE CHAIRMAN: It would still be in the way 


of raw materials, you might say? 
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MR. FRAWLEY: Yes, my lord. 

THE CHAIRMAN: For a finished product? 

MR. FRAWLEY: May I put it this way. The 
extreme position would be to Say that there must always 
be uniformity and no Specific departure from it. Now, 
we are wanting to be reasonable about it and we agree 
that there must be in some instances departures from 
this rigid uniformity, rigid equalization; and that 
of course, as your lordship may remember, was quite 
fully developed and this is Just a summary of the 
position which we took in the witness box. 

COMMISSIONER ANGUS: Would yor phrase cover 
export rates? Would it cover Specially low rates for 
Export? 

MR. FRAWLEY: Yes, because they would come 
under a different description of traffic. I mean, it 
is differently described and that is taken care of . 

THE CHAIRMAN: Pardon me a moment, you say 
in your amendment, I mean in this new at sean ay 
you say that tolls charged shall be Just and reasonable 
and so on, provided that these distinctions in such 
descriptions of traffic shall be ‘based, ‘and so on. 
Is that a proper Way or DuLrtine 16? Do you mean if 
there are to be any distinctions at all, they would 
be based upon this one thing? 

MR. FRAWLEY: They must be founded upon or 
have to do with the nature and use of the commodity. 

THE CHAIRMAN: Do you mean there shall be 
no distinctions except such as may be based upon nature 
and use? 


MR. FRAWLEY: Yes, my lord. 
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THE CHAIRMAN: That is what you mean? 

MR. FRAWLEY: That is what the proviso says. 

THE CHAIRMAN: Otherwise you are making your 
distinctions almost based on the nature - - 


MR. FRAWLEY: Then we go on - - 


(Page 21875 follows) 
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THE CHAIRMAN: Just a minute. You are giving us 
amendments, and we have to be sure, (Can you change thet 
in any way? You Say that there shsll be no distinctions 
in such rates excepting those that may be based on the 
nature and use, 

MR. FRAWLEY: Well, it could have this meaning, 
and could be read this way: "Provided such distinctions 
has may be made shall be basea," 

THE CHAIRMAN: Then will you redraft it for us? 

MR. FRAWLEY: Well, yes, my lord. Tf think that 
is perhaps what it means now, 

THE CHAIRMAN: You Say here, "Provided thot 
distinctions in such descriptions of traffic shall be based 
on the nature and use," 

MR. FRAWLEY: Tf See whet you mean, In other words, 
there would eppeer to be now an imperative requirement.., 

THE CHAIRMAN: Yoy wish to exclude 311 distinetions 
except those that can be justified by the nature snd use of 
the commodity in 3 particular case, 

MR. FRAWLEY: That is exactly so, my lord. 

THE CHAIRMAN: You had better malte sure that you 
ére doing that, 

MR. FRAWLEY; Yes; very well. 

} COMMISSIONER ANGUS: Mr. Frawley, is 9 distinction 
in the description based on destination for export really 
8 distinction in description based on nature and use? 

MR. FRAWLEY; Well, I suppose it is, yes. Wheat 

for export is used for flour, just es it is domestically, 

COMMISSIONER ANGUS: I was wondering if your language 
Would have the effect of prohibiting special rates for export. 
MR. FRAWLEY: Well, it certainly must not, my lord; 


in my Contention, it must not. If it needs to be changed... 
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THE CHAIRMAN: When you use the word "distinction" 
of course you mean distinction in rates, do you not? 

COMMISSIONER ANGUS: Distinction in description. 

THE CHAIRMAN: Yes, because you Say description, 
When you say "distinctions in such descriptions", you meen 
the including of them within a certain rate class? 

MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: Desriptions of traffic, 

MR. FRAWLEY: The intention, Bere tarvats yh 

THE CHAIRMAN: Are you sure thet "description" 

6.8 very h:ppy word there? 

MR. FRAWLEY: Well, it is the word that is used 
now, Sir, in section 316, and that is our principle reason 
for taking it, sir, Even in section 314 you have "In respect 
of all traffic of the same description." The words ‘treff ia" 
end "description" seem to have an affinity in these sections, 
The intent LSyrOrL course, to endeavour to get away from these 
things that up to now have presented equalization in the 
commodity rates, 

THE CHAIRMAN: Ag long as you make the language 
clear, 

MR. FRAWLEY: That is right, sir, 

THE CHAIRMAN: [It would be too bad to adopt 
language that would give rise to all sorts of disputes later 
on, 

MR. FRAWLEY: wee, I latite agree, sir. Of course, 
I say this in dealing with it - I am not Saying it in an 
epologetic tone, Sir, but perhaps there is something 
Spologetic in it - these amendments are intended to convey 
to the Commissioners the things that we want in the main 
expressed in Statutory language. I am sure that if they are 
eeceptable at sll they will be all very carefully reviewed 
by people skilled in the drafting of legislation, and, while 
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that does not excuse me for not offering the very best I can 
to the Commission, I quite eeree, I do not contend that there 
could not be some refinement in the language which WOULD eee 

THE CHAIRMAN: My trouble is that I am not sure 
thet I understand mysell, you see, just how it would be 
applied. 

MR. FRAWLEY: It is intended, as I Say, to get away 
from the locel or regional differences in operating conditions 
that have been the Stumbling block to proper equalization, 
Now, going on ae 

THE CHAIRMAN: Dealing with the case of distinctions 
in descriptions of PAtt ACh, 

MR. FRAWLEY: Welles. Twi) 7 Say this, my lord: 
iowidd try -.I-do not mean for the purpose of changing my 
section, although that might be done too - to put that in 
more simple language, perhaps, before I complete my.... 

THE CHAIRMAN: For instance, here is 5 commodity, 

let us say LPon,, and it. is Subject to 9 certain rate; 
if it is to be used for certain purposes it might be allowed 
to have a lesser Pots 2. 8 thet 14? 

MR. FRAWLEY: That would be a justification for a 
distinction in the description, and the traffic would be 
differently described, and then that would constitute 3 
departure from the established commodity rate. That is riche, 
sir, | 

COMMISSIONER ANGUS: I think we have an example, 
haven't we, about wood being used for fire wood and wood being 
used for ties for a railway? 

THE CHAIRMAN: Yes, that would be 3s very good example, 

MR. FRAWLEY: That would be a very good exemple. 

Now, my lord, if I might pass to the bottom of page 
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The Canadian Pacific hag challenged the feasibility 
of including Specific commodity rates within the rate 
equalization Programme, and this constitutes the principal 
difference between the Alberta and the C_nadian Pacific 
equalization proposals, 

Perhaps I should make that clear, my lord, The 
Canadian Pacific Suggests some equalization, a degree of 
equalization, in the Class rates, Now, what they suggest 
in connection with the class rates is not wholly acceptable 
to us, but there is at least an intention on the pert of the 
Cenadisan Pacific to equalize the Class rates, Now, with that 
We agree, and we SOAs Uitte further, but when we come to 
the commodity rates, both the general commodity mileage Scales 
and the specific non-competitive commodity rates, that is 
where there ig @ sharp distinction between what we propose 
and what the Conadian Pacific Suggests, 

The reasons urged by the Canadian Pacific sre not 
Of sufficient weight to exclude the specific commodity rates 
from a just plan of rate equalization. It would be agreed 
that the most important reason for the sepsrate treatment of 
8n individual movement of traffic ig competition. But com- 
petition is entirely excluded from the scope of the equalization 
Proposed either by the Canadian Pacific or by Alberta. The 
only remaining ground for differences in Specific rates on the 
Some commodity must arise, therefore, out of differences in 
What the traffic can or will bear, 

Both plans of equalization sllow ample latitude 
for the level of rates on all movements of any particular 
Commodity to be set at the optimum point. The Canadian Pacific's 
Position is that further latitude must be available to allow 
differences in rates between Shippers of the same description 


Merratfic. (See part II Canadian Pacific Submission, p.75); 


"As to point to point commodity rates 
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Because of the large number of these rates ana the fact 
that they reflect not only local conditions but also reflect 
the needs of local industries, - that underlining is our Own = 
it is not, in the Opinion of Csnadian Pacific, practicable 
to attempt to equalize these rates with the exception of 
those that are related to the commodity mileage scales ‘ 

Mr. Jefferson's evidence at pp. 15916-17 is quite to the 
contrary. With regard to commodities which move to or from 
8 large number of shipping points, Mr. Jefferson indicated 
that he would be uneble to make any distinction betwean 
Shippers, 

THE CHAIRMAN: How could he? 

MR. FRAWLEY: Well, that is SLent, Ce ixt. 

THE CHAIRMAN: You think that the submission of the 


C.P.R., apart from Mr. Jefferson's explanstion, means that 


very thing, thet there Will be discrimination between shippers? 


MR. FRAWLEY: No, no. We agree in this instance 
with Mr, Jefferson, sir, 

THE CHAIRMAN: [ know, but you seem to be asserting 
that Mr. Jefferson is not in agreement with the general 
position sdvanced by the C.P.R. in its Submission at page 75; 
is that whet you say? 

MR. FRAWLEY: Yes, my lord, because the Canadian 
Gecific... 

THE CHAIRMAN: You sty, Mr. Jefferson's evidence 
is quite to the contrary, 

MR. FRAWLEY: Yes, to the contrary of whet is 
Ssid at the bottom of page C-l2 in my submission, my lord, 

THE CHAIRMAN: Now, what does that say? 

"As_to point to point commodity rates 

Because of the large number of these rates and 

the fact that they reflect not only local conditions 


but also reflect the needs of local industries, it is 
aves of socal industries 
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not, in the opinion of Canadian Pacific, practicable 
to attempt to equalize these rates with the exception 
of those that sre related to the commodity mileage 
scales", 
I don't know myself; perhaps I will to be told in due time, 
"to equalize these rates" - point to point commodity rates - 
does that mean equalize them as between different commodities 
or as between the same commodities? 

MR. FRAWLEY: It is the Same commodities, sir, 

THE CHAIRMAN: That is what Mr, Jefferson says. 

"With regard to commodities which move to or from 

a large number of Shipping points, Mr. Jefferson indi- 
cated that he would be unable to make any distinction 
between shippers," 
Well, of course he couLe’ not! Now, do you think that the 
Seneral submission of the Canadian Pacific means something 
different? You Say it does, because you say Mr. Jefferson 
takes the contrary view. 

MR. FRAWLEY: Well, my lord, this is developed as 
Wwe go along, and it may be that your lordship--- 

THE CHAIRMAN: When you give us an extract from the 
C.P.R.'s case on the one hand, and then say thet their own 
Witness takes 3 contrary view, I think that ought to be cleared 
up. 

MR. FRAWLEY: Yes, my lord. As I read this extract 
from their Submission, they indicate thet it is not 3 practicable 
thing to equalize these commodity rates, because there sare--- 

THE CHAIRMAN: Pardon me. What does that mean? 

It is point to point. 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: The same point, I take it; 

MR. FRAWLEY: Well, 3a point to point commodity rate, 


S8y Calgary to Edmonton, and another one Ottawa to Montreal - 
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Somethirgof that sort. 

THE CHAIRMAN: Oh, yes; different points, though. 

MR. FRAWLEY: Oh, yes, my lord; but those sre 
called point to point. A rate from Montreal to Ottawa is 
called a point to point commodity rate, and a rate from 
Calgary to Edmonton is called a point to point commodity rate, 

COMMISSIONER ANGUS: And the equalization is between 
different pairs of points ? 

MR. FRAWLEY: Yes, sir. 

THE CHAIRMAN: In the one case they may be lower on 
account of a competitive Situation, 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: And in the other case that is not so. 

MR. FRAWLEY: Yes, Tf G0 along with eny differences 
due to competitive ° conditions; I sgree with that, but thot 
is pretty well where I Stop. I say other conditions must 
not be allowed to enter into any differenee in those two 
sets of commodity rates, sir, 

THE CHAIRMAN: Why do you say, then, that Mr, 
Jefferson's evidence is quite to the contrary? 

MR. FRAWLEY: Well, sir, as I read what they say 
at page 75, they say, "they reflect not only local conditions 
but elso reflect the needs of local industries, end therefore 
it is not practicable to attempt to equalize these rates," 
In other words, there is a rate on steel from Hamilton to some 
Place a hundred miles away, and that is X cents. There is 5 
rate on steel from Medicine Hat, Alberta, to a point a hundred 
miles away. They are quite different, sir. We say they 
Should be the some. 

THE CHAIRMAN: Unless there is competition, 

MR. FRAWLEY: Oh, yes, always that. Now, the 
Canadian Pacific seems to say here, if I read what they say 


correctly at page 75, that there are justifications for making 
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those rates different, the rate from Hamilton to 2 point a 
hundred miles away lower than the rate from Medicine Hat to 
3 point e hundred miles away. 

THE CHAIRMAN: Even if there is no competition? 

MR. FRAWLEY: I ‘mean other than competition. 

THE CHAIRMAN: Even if there is no competition? 

MR. FRAWLEY: Even if there ig no competition, yes, 
BLY, 

THE CHAIRMAN: On eccount of the needs of local 
industries, 

MR. FRAWLEY: ‘The needs of local industries; and they 
seem to think that that is 8 consideration, 

THE CHAIRMAN: In what respect, then, does = Mr, 
Jefferson go contrary to that? 

MR, FRAWLEY: Tf Say that when Mr. Jefferson is dig- 
cussing it at page 15916- as 9 matter of fact, sir, I have it 
actually copied out at the bottom of the same page of my brief, 
Peek COIN af T develop it it will become clear, 

COMMISSIONER INNTS: You might just continue, Mr, 
Frawley, 

MR. FRAWLEY: Mr, Jefferson indicated that he would 
be unable to make any distinction between Shippers. The some 
inability would be evident in the case of @ small number of 
menufacturers of the Some commodity, whether competing directly 
Or not. 

THE CHAIRMAN: You sre inserting the word "sma11" 
there, sare you? 

MR. FRAWLEY: Yes, my lord. 

In spite of their frequent claims to the contrary, 
the railways are seldom able in practice to make allowance for 
the Special needs of individual shippers by means of preferen- 
ticl Commodity rates. They have alweys maintained that they 


Cannot be expected to offset differing costs of production. 
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This was made quite clear in the course of my CPOSS~exXamination 
of Mr, Jefferson (Transcript Vol, 80, pb. 15926): 

"MR. FRAWLEY: Q.- Tell me, Mr, Jefferson, have you 

ony examples of such rates within Western Canada, 

that is, rates given to particular Shipping points 

to the exclusion of other similar Shipping points 

for the express Purpose of assisting industry at 

the former point? 

A. No. If you have any examples 
I would be glad to discuss them with YOUM Dut: 7 
have not any. 

Q. No, I have not any’; but I was 
wondering whether you had any examples of rates given 
to particular Shipping points for the Express purpose 
of assisting an industry at that point to» the. ex- 
Clusion of other similar shipping points? 

A. No doubt we have rates in effect 
to assist industry, but I cannot pick any out at 
the moment. You would have to be very careful in 
making s rate to assist an industry if another 
industry was producing the same product. 

Q. That really means then that rate- 
making to meet the Special needs of the Shippers 
would have to have in mina 811 shippers of a 
particular commodity as a whole? Is that not so? 

A, Would you ask that again? 

ne) Eosay, rate-making, to meet the 
Special needs of the shippers, would have to 
rerer to all Shippers of a particular commodity 
88 3 whole? 

Svtanleasosirs. I Say that we would treat 
811 shippers slike unless there were some special 


Competitive reasons requiring different treatment of one 
than the other", 
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THE CHAIRMAN: He brings it back to the competitive, 

MR. FRAWLEY; Yes, my lord, 

THE CHAIRMAN: Have you any case you ean give us of 
an existing discrimination of this sort? You have spoken of 
Medicine Hat and =s hundred miles, and Hamilton and a hundred 
miles, and those are | theoretical, I suppose. Have you any 
real cases you can point to where there is a discrimination? 

MR. FRAWLEY: Where there is this difference, sir? 

THE CHAIRMAN: You see, Mr. Jefferson does not know 
of any, and he knows quite a lot sbout rail rates, 

MR. FRAWLEY: [I Say at once, Sir, that there sre 
non-competitive commodity rates in effect in Ontario-Quebec 
thet are higher than non-competitive commodity rates on the 
Some commodity in Western Canada, in Alberta, 

THE CHAIRMAN: Well, Mr. Jefferson does not know 
about them; that is what he says, He says he would treat 31] 
Shippers slike unless there were gome Special competitive 
reason, 

MR. FRAWLEY: There igs one, my lord, that I am tola 
we mentioned in our evidence, and perhaps I might come back to 
that; I think it is linseed oil, and we will look it up, sir, 
8nd give you the reference, 

THE CHAIRMAN: In thot case you think you can show 
that Mr, Jefferson was wrong? 

MR. FRAWLEY: Well) no,!) We quite agree with everything 
that Mr. Jefferson has said here, that it is not Just a practic- 
8ble thing, Yoy do not go to a shipper and make rates specially 
to meet him, to take care of him. You must have regard when 
you sre doing that to the needs of other shippers of the same 
Commodity. The reason we quote Mr. Jefferson's evidence is to 
help us along in ow submission that there is no practical 
Obstacle to this kind of equalization, That is, of course, 
Obviously what we are endeavouring to meet. We are endeavouring 


to meet the Cansdian Pacific's refusal to come along with us on 
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-21885- Mr. Frawley 


the equalization of thede non-competitive commodity rates, 
We do not ask for equalization in competitive rates; we have 
made that clear, We esk for equalization in class rates, 

We ask for equalization in non-competitive commodity rates, 
be they--- 

THE CHAIRMAN: Ana you say you have not got that 
today? 

MR. FRAWLEY: Oh, no, we have not got that today, 
Sir, that is quite SO, and the Canadian Pacific Justified by 
Betot of local conditions which we say are not germane, are 
not suffieient to warrant this Commission in rejecting our 
contentions, 

THE CHAIRMAN: Ana you say they do that notwith- 
Standing Mr, Jeffermn's evidence to the contrary. 

MR. FRAWLEY: Well, yes, because they say, as I 
read it, that you must have regard to the needs of the local 
industry and that, I take it, is a justification then for 
differing ex Hamilton ss against ex Medicine Hat. 

THE CHAIRMAN: Well, either Mr. Jefferson ang the 
Canedian Pacific contradict each other or they do not. You 
Say they do. You Soy Mr. Jefferson's evidence is to the 
contrsry, quite to the contrary, 

MR. FRAWLEY: I don't know just quite what to say 
to your lordship about that, I certainly did not intend --- 

THE CHAIRMAN: You have seid it. You have said here, 
"Mr. Jefferson's evidence is quite to the contrary," 

MR. FRAWLEY: Quite SO, quite so, 

THE CHAIRMAN: We do not want to get mixed up. 
Are you relying on Mr. Jefferson or are you not? 

MR. FRAWLEY: oh, yes, I am relying on what Mr, 
Jefferson Says in his evidence, because he agreed with me that 
this business of making a special rate to meet the local needs, 


the needs of locsl industry, is not something that is important. 
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He could not tell ime of a single one, Now, I do not want 
to make too much of a point of it, but it seems to me that 
whet they Say on page 75 of Part It is not just that, 

THE CHAIRMAN: Perhaps they might justify Shipping 
Steel a hundred miles in Ontario to 3a place where there is a 
plant on the Bround that the rates Should be lower there be- 
cause there is 5 plant there, and in Alberta there is no 
plent there, therefore 913) i oe rt eee 

MR. FRAWLEY: Well, of courge--- 

THE CHAIRMAN: Would you Say that even if there 
is 8 plant in Alberta the same distance from the point of 
Supply, you find differeent rates, not justified by competition? 

MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: ‘That is the case today, is it? 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: Weld aD aw asking you to give us 
Something, 

MR. FRAWLEY: Yes. We did find Some, and we brought 
them to the attention of some of the Canadian Pacific witnesses, 
I think we brought asphalt to the attention of the Canadian 
Pacific witnesses, That was a class rate, perhaps. 

THE CHAIRMAN: Have you ever brought them to the 
attention of the Board? 

MR. FRAWLEY: The Board? Oh, well, certainly I 
have not, my lord, If your lordship means--- 

THE CHAIRMAN: Has the Board power today to correct 
eny such discrimination becduse of that? 

MR. PRAWLEY: Well, I don't know, my lord, At that 
Point I would like to call your attention to what they said 
in Plunkett snq Savege versus Express Traffic Association, 
in 1923, reported in 28 c.R.c. 402, 405: 

"Mere rate comparisons sre not conclusive. No 


inferences can be drawn from mere comparison of distance 
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construction maintenance and Operation, volume of traffic, 
GtG., are material, 

"Mere mileage comparisons" —__ 

THE CHAIRMAN: Those things are material, 

MR. FRAWLEy So the Boarg Soys, 

THECHAIRMAN: And you Say they sre not méterial, 

MR. FRAWLEY: i say they sre not material, 

THE CHAIRMAN: And that the Board should not have 
bower to consider them as material? 

MR. FRAWLEY: No, that they should be the Same, sir, 
except for competition, 

"Mere mileage comparisons, therefore, between 
different Sections of 5 railway need to be supported by some 
€vidence ag to Similarity, IT enSE identity, of Conditions 
before that prima facie case ts made out which Shifts the 
burden to the transportation company," | 

THE CHAIRMAN: Although the cost may be Sreater to 
the railway in one Case than the other, the rate Should be 
the same? 

MR. FRAWLEY: Lee oDs right, sir. That is the kina 
of fqualization in these Special commodity rates that we soy 


Wwe should have end We are entitled Go, 


THE CHAIRMAN: And compulsory; the Board Should have 


no discrimination--- 

MR. FRAWLEY: Yes, subject to the proviso thst we 
have put in, 
THE CHAIRMAN: Ana you think these ’ Suggested emend- 


Ments give you that? 
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MR. FRAWLEY; 163, my lord, That is the purpose 
of my amendment, sir, 

THE CHAIRMAN: Any decrease in a rate of that sort 
in one part of the country would Operate esutomatically as a 
decrease all OVEr THE country where there is the game mileage 
and the same commodity. 

MR. FRAWLEY: AS long as it is not due to competi- 
tion, sir, Moving out Of Halifax out of Hamilton, out of 
Edmonton, out of Moose Jaw, they should be the Same, sir, 

SO long as it is the Same kind of Commodity and the same 
kind of movement, and everything else the some, and competitive--. 

THE CHAIRMAN: Would the railway then be unable to 
help build up a new industry by giving it Special rates? 

MR. FRAWLEY; We have Something special thet we 
intend to propose with respect to that,sir, 

THE CHAIRMAN: Which would be another exception, as 
well as competibion; is that or 

MR. FRAWLEY: het “Ve Doenie, sir, 

Similar rates ere always charged (excluding cases | 
where competition is involved) within recognized rate ter- 
ritories, This means that within Eastern Canad. the 
Alberta Proposal with regard to Specific non-competitive 
rates is essentially already in effect, Similarly, the 
Alberts proposal is Currently in effect within Western 
Caneda - since the Climination of Pacific Territory as a 
distinctive rete territory, 

There remains the possibility of differences between 
Specific commodity rates in Eastern Candads and specizic 
commodity rates in Western Canada, 

THE CHAIRMAN: I just went to make sure where you sare 
Grewing the line there between Specific commodities in Eastern 
Canads, 


MR. FRAWLEY: [ have added in my copy, sir, to make 
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it a little more clear, "and Specific commodity rates in 
Western Canada." That is 3 little reps titous, but it makes 
it quite clear, 

There remains the possibility of differences between 
specific commodity rates in Eastern Cande and specific 
commodity rates in Western Cands. The number of instances 
of rates Specially adjusted to "shippers! needs" 4s actually 
very small, Mr. Jefferson could give no examples of current 
rates made on such principles, and it may well be the case that 
there are none, From this, it is clear that the Alberta pro- 
posal for the equalization of specific commodity rates is a4 
practical one, I Suggest that such differences in the level 
of such rates as now exist is due not the the "need" of the 
Shippers but to the Shippers! bargaining strength with the 
eerriers, 

THE CHAIRMAN: You say such differences in the level 
of such rates es now exist; you take for granted that they are 
there, 

MR. FRAWLEY: Yes, my: lord, I am taking it for 
granted that they are, 

Evidence of Mr, Jefferson to which I have ref>rred 
has not indicated that the railways! initiative in rste- 
making would be hampered by the equalizztion of non- 
competitive commodity rates. Much as been said of the 
importance of private negotiation of rates between shipper 
and carrier, I do not question the usefulness of such 
negotiations to the Shipper, but I would point out thet 
the bulk of such negotiations - and speaking only of those 
Concerning practical propositions which the railways are 
free to accept - would either not be affected or their 


Cause removed by the equalization of commodity rates, 


(Page 21893 follows). 
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Rate negotiations issuing in new rates are 
concerned in the main with - 
(1) new commodities where value of Service must 
be ascertained, or 
(2) with the level of rates affecting all move- 
ments of a Single commodity, as opposed to a 
Specific movement, or 
(3) with competitive conditions, 
THE CHAIRMAN: Can you give me an idea of 
& new commodity? 
MR, FRAWLEY: Well, there might be a new 
chemical proposed, perhaps manufactured out of 
Alberta gas, 
All of these cases are adequately provided for in 
the Alberta recommendations, There is a fourth type 
of rate negotiation which might be mentioned, and that 
is where a Shipper or group of shippers seek rates on 
a level comparable to the lower level existing in other 
Parts of the country, If equalization as advocated by 
Alberta is put into effect, the motive for this class 
of negotiation will disappear, 


SUMMARY 
Equalization of rates has been a contentious 

issue from the Carliest period of the Board's existence, 
It has been demanded by Western Canada time and again 
before the Board. (I refer to the Western Rates Case, 
1914, Decrease in Rates, 1922; General Rate Invest- 
igation, 1927; 21% Case, 1948), 

THE CHAIRMAN: Pardon me, you referred a while 
&80 to a case where the Board justified these discrep- 


€ncles in rates on certain grounds which you say should 
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be removed, Give me that case, I didn't take 
it down, 

MR. FRAWLEY: [ think this is the case, my 
lord, Plunkett & Savage v. Express Traffic 
Association, 28 Canadian Railway Cases, 400 at 405, 

In the General Rate Investigation of 1927 the 
Board was directed by the well-known passage in 
oe OG. to: 

"make a thorough investigation of the 
rate structure eeeeses With a view to the 
establishment of a fair and reasonable rate 
Structure, which will, under Substantially 
Similar circumstances and conditions, be 
equal in its application to ali persons 
and localities," 

THE CHAIRMAN. There you have a condition 
which you do not. like. 

MR. FRAWLE: - Yes, we do not like Lt, siz, 

THE CHAIRMAN: "Substantially Similar circum- 
Stances and conditions ", you want to strike that out? 

MR. FRAWLEY: We want to strike it out in 
314, but 314 is not an equalizing section: it does 
not matter, 

THE CHAIRMAN: [I know, but it is an 
equalizing Section, 

MR. FRAWLEY: In my respectful Submission, 
2% 18 not, and it Should not be. 

THE CHAIRMAN: [+ SayS so, it says that 
rates shell be equal along the same line of railway 
for the same description of goods. The word "equal" 


is useq there, 
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MR. FRAWLEY: Quite So, but I say that ell 
it means is, from the same origin to the same 
destination, 

THE CHAIRMAN: Now, you point to this commit - 
ment of the Board in 1927 to make a thorough 
investigation of the rate Structure with a view to 
establishing a fair and peasonable rate structure 
under substentially similar circumstances and 
conditions, Are you satisfied with those words? 

MR, FRAWLEY: No, not Satisfied, my lord, 

I am so dissatisfied with them that I think P.C.1487, 
the paragraph, terms of reference, should be repealed 
and those words should be struck out. 

THE CHAIRMAN: And this Should read, according 
to you: "the establishment of a fair and reasonable 
rate structure which will be equal in its application 
to all persons and localities"? 

MR, FRAWLEY: Well, if you like, sir, yes, 

THE CHAIRMAN: That is, striking out the 
words “under substantially similar circumstances and 
conditions"? 

MR. FRAWLEY: As far as I am concerned, those 
words should not be there; they are simply stumbling 
blocks, 

THE CHAIRMAN; The only thing that you leave 
for distinctionn is competition? 

MR. FRAWLEY: For distinction, competition, 
Subject to. such departures as we allow by the proviso 
to our section, 

THE CHAIRMAN; You see, if you are leaving 
Competition, you might have to add a few words. 
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MR, FRAWLEY: But after ed To my Lora: so. 

THE CHAIRMAN: When you strike out 
"substantially similar circumstances", 

MR, FRAWLEY; My lord, I am only using this, 
your lordship will understand, just to Say a word 
historically as to what happened, and what happened 
I think perhaps because of those limitation woras, 

We have questioned the adequacy of the reasons 
given by the Board and by the railways for stopping 
Short of full equalization in 1927, That many of the 
alleged obstacles were greatly over-rated then is evident 
from the Canadian Pacific's willingnessat the present 
time to carry out a measure of equalization of class 
and commodity mileage rates, No explanation has been 
offered for the change of position, nor are we informed 
whet conditions make equalization any more feasible 
to-day than it was in L927 , The equalization 
Proposals made to the Commission to-day could have 
been instituted at the time of the General Rates 
Investigation in 1927. Four reasons suggest them- 
Selves why this was not done: 

THE CHAIRMAN: In the first place, we don't 
know yet what this proposed measure of equlization is, 

MR. FRAWLEY: There is some reference to it 
in Mr, Jefferson's evidence and in the brief. The 
brief does contain ----- 

THE CHAIRMAN: You mean the C.P.R. brief? 

MR. FRAWLEY: Oh, yes, the C.P.R. brief, 

I say, four reasons Suggest themselves why it was 
not done:- 


(1) The Railway Act did not expressly require 
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equalization, 

(2) The Board had an essentially negative view 
of its functions ang considered that its 
duties in the General Investigation were 
chiefly to remove any unjust discrimination, 

(3) The railways opposed equalization at that 
time and defended the Status quo on all 
rate matters, 

(4) The Boara's Judgment indicates that it 
attached weight to the argument of the 
railways that their revenues would be 
affected adversely, 

THE CHAIRMAN: Before we go any further, 
Can you give me the reference in the C.P.R. brief 
that you have in mind there? 

MR, FRAWLEY .- Yes, my lord, 

THE CHAIRMAN: I think that is what you 
call their conviction? 

MR. FRAWLEY: It is in Part II, my lord, 
page 68 really ana following pages, 

THE CHAIRMAN: Do they state the principle 
anywhere as concisely as that? 

MR, FRAWLEY: Well, I will) fina out, my lord, 
I heard my friend, Mr, Sinclair, say page 64, That is 
quite right; it really begins there, and I was going 
from there, the table of contents, and it looked like 
68. Turning to it actually at page 68 of Part ITI:- 

San eniy of 1548, when. the railways filed 
&8n application with the Board of Transport Commissioners 
for a further increase in rates, the railways indicated 
that during the course of the general investigation 


undertaken by the Board pursuant to Order-in-Council 
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P.C. 1487, they would have proposals to make with 
a view to equalizing rates between Eastern and 
Western Canada so far as that could feasibly be 
done, This was intended to provide an 
assurance to parties interested in rate increase 
cases that the railways were not only not 
objecting to a general investigation into such 
matters but were prepared to make proposals to 
bring about some measure of equalization, 

THE CHAIRMAN: Some measure? 

MR. FRAWLEY; Yes, my lord, 
"During the course of the hearings before your 
Commission and in many of the submissions made, 
the expressed intention of the railways to make 
proposals for equalization appears to have been 
ignored, In order to set at rest the complaints 
with respect to alleged disparity, which have 
been repeatedly made to your Commission, Canadian 
Pacific believes that while its studies in 
connection with its equalization proposals are 
not complete, some outline of the nature of 
these proposals might properly be given to your 
Commission, In this connection Canadian Pacific 
points out, as it has done at several stages of 
the hearings, that the detail of the method as 
well as the extent to which it can be carried out 
must depend upon the Study of data being obtained 
by the Board in connection with its waybill study. 
This data is not as yet fully available and the 
Proposals accordingly cannot yet be crystallized, ¥ 


Then the next paragraph is perhaps what your 
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"With these qualifications, and having in 
mind the vital necessity of preserving the 
revenue of the railways, it can be Said that the 
railways propose equalization of the standard 
class rates, the distributing class rates, and 
the commodity mileage scales as between Eastern 
and Western Canada," 
Then I think I should read this;:- 
"On the other hand, the railways do not 
Propose and do not believe it practicable or 
€ven desirable, to attempt equalization of special 
commodity rates or competitive rates, In the 
case of certain special commodity rates, some of 
the point-to-point rates are related to commodity 
mileage scales, Since these commodity mileage 
Scales are to be equalized, they will, to that 
extent, tend to make possible the equalization of 
point-to-point commodity rates which are related 
to thom, " 
Without reading further on what the Canadian 
feeitic 
THE CHAIRMAN: They don't go far enough, you say? 
MR. FRAWLEY: Not to suit my Submission, my lord, 
Alberta urges that its amendments to the Railway Act, 
229 88.1 and 329A ss.1 and 88.2, are necessary and 
effective steps in bringing about and maintaining equal- 
ization of freight rates. These amendments will remove 
any ambiguity concerning the intention of Parliament 


Or of the duty of the Board on the subject of equalization, 
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DISTRIBUTING RATES 42ND TOWN TARIFFS 
_— AR IFRS 


Transcript References: 


Text of Brief - Vol, Boye Pp e.11130:.2/33 
Evidence-in-Chief -~ Vol, 58, pp. 11260 -65, 


Under the equalization of freight rates proposed 
by the Canadian Pacific, all regional differences 
between class rates would be removed , Alberta has 
further proposed that the present Standard class rates 
be abolished and new Standard class rates be established 
which will be in effect the present distributing ana 
town tariff class rates equalized and made applicable 
between all stations within Eastern Canada and within 
Western Canada respectively, 

With the Canadian Pacific! gs intention to preserve 
both standard ana distributing class rates Side by side 
Alberta Strongly disagrees, The amount of traffic 
moving on the present Standard class rates is small; 
it is quite insignificant if international traffic in 
Western Canada is excluded, This dual system of 
Class rates ig distinctly discriminatory against stations 
not fortunate enough to have been designated as 
distributing points, The Canadian Pacific offered two 
reasons in justification of this dual system: 

(1) The absence of a wholesale distributor at 

Places not granted distributing rates, and 
(2) The light volume of traffic at points that 
are not rated as distributing points, 
Neither of these reasons is worthy of any serious con- 
Sideration, Class rates are rates of the widest 
application end should be available on the same basis 


to all bersons and places, Volume of traffic offering 
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Should be no valid reason for discriminating between 
different Shippers using class rates, 

THE CHAIRMAN: That is where you expect to 
get relief in relation to international traffic? 

MR. FRAWLEY: Yes, my lord . 

In Eastern Canada the standard class rates 
are paper rates and would continue to be such even 
were the Canadian Pacific's equalization proposal to be 
applied. 

THE CHAIRMAN: Pardon me, what do you mean 
by saying "paper rates"? Standard class rates? 

MR. FRAWLEY: That is right. 

THE CHAIRMAN: They are never used. 

MR. FRAWLEY: A very very small proportion, 
my=Tord', 

In Western Canada, the standard class rates 
must be used on the Canadian portion of international 
traffic entering Canada on class rates. However, the 
Canadian Pacific, according to the evidence Of Mi 2 
Jefferson, apparently now contemplates the replacement 
of the standard rates by distributing rates on traffic 
moving from the Western gateways (See Vol. 74 p. 15102). 


Such action would concede Alberta's position on this 


point, 

THE CHAIRMAN: The Western gateways means 
international? 

MR. FRAWLEY: Yes, that is how the traffic 
Comes in. 


If the Canadian Pacific seriously com emplates 
&@ revision of this nature then its position in seeking 
to maintain Separate scales of standard distributing 


Class rates becomes completely untenable, because, as I 
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have said, that is the Only place where they are of any 


importance, 
THE CHAIRMAN: Do you think that is the trend 
of Mr. Jefferson's statement? 
MR. FRAWLEY: That is what I say, na OW chalice 
page 15102 he says:- 
"I might say however, that in any equali- 
zation of class rates as a result of the 
pending general freight rates investigation, it 
is quite likely that this particular matter may 
be adjusted by applying the new equalized 
distributing class rate Scale, that is, to and 
from the international boundary in Canada." 
If the Canadian Pacific seriously contemplates 
a revision of this nature then its position in seeking 
to maintain separate scales of Standard and distributing 
Class rates becomes completely untenable, because this 
Step would leave an even smaller proportion of the total 
traffic of Western Canada using the standard rates. 
The more localized the discrimination, the less 
defensible it becomes, 
Now I pass to the rather important question of;- 


CLASS RATES BETWEEN EASTERN AND 
WESTERN CANADA 


Transcript references: - 


Text: Met aSO asp 11133, =) 35 


pp. 11153 - 54 
Evidence-in-chief: Vol. 58, pp. 11266 - 89. 


I have a very short submission to make on that. 
THE CHAIRMAN: When you say class rates between 


Eastern Canada and Western Canada, you mean goods moving 
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from one - - 

MR. FRAWLEY: From Toronto to Edmonton. 

The method of rate-making for long-haul traffic 
has always been a matter of serious concern to Alberta. 
At pages 11133 - 35 the nature of the present structure 
of class rates between Eastern and Western Canada was 
outlined. It was shown that these class rates were 
made up of two factors -- an arbitrary from Eastern 
Canadian points to the Lakehead plus the Fort William 
Terminal rate for the Western part of the hand, This 
combination to nearly all Alberta and British Columbia 
points (and I call your attention to the fact that I am 
Saying, to nearly all Alberta and British Columbia points) 
actually produces higher rates than if the standard 
maximum Class rates applicable Within Prairie territory 
were used for the same distances, 

In other words, important traffic which moves 
inbound to Alberta -- and the bulk of such traffic from 
Eastern Canada moves on class rates -- must pay higher 
rates than the approved maximum rates for Prairie hauls. 

No attempt has been made by the railways to 
defend this Situation, and the Canadian Pacific has come 
forward -- Part Ii, page 82 -- with an attempt to meet 
Our objection by the assurance that the new class rates 
between East and West which the Canadian Pacific proposes 
Will not in general exceed the rates for Similar mileage 
on their proposed new equalized distributing scale. 

It is impossible to estimate the full implication 
Of this Proposal, as it is not known at what level the 
Canadian Pacific Proposes the new distributing rates to 
be, Nevertheless this is clearly a subject too important 


to be left to the discretion of the railways. It is one 
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that calls for a clear statement of principle, Alberta 
requests this Commission to adopt the recommendations of 
Alberta as its own, namely:- That the new distributing 
Class rate Scale (which under the Alberta equalization 
Proposals would become the new class rates) should be 
the ‘maximum which the class rates between Eastern and 
Western Canada Should not exceed, 

THE CHAIRMAN: Then again, we would have to 
make that part of the Statute, of the Railway Act? 

MR. FRAWLEY: No, we are not Proposing any 
legislation with respect to the remedying of the class 
rates between East and West, sir. 

THE CHAIRMAN: What do you want us to do then? 
You see, it igs directions to the Board that you have 
asked to Provide in the form of amendments to the AG 
that is, if the Act is to read SO, leave it. 

MR. FRAWLEY: If your lordship will look at 
ft) as we have revised it on page C-9 = < 

THE CHAIRMAN: You think that covers the 
point? 

MR. FRAWLEY: [ think that would prevent 
Charging US more than the Standard maximum mileage tolls, 
You see, my lord, the difficulty is that there 1g no 
through rate Scale from Toronto, Say, to Edmonton. [It 
breaks at Fort William, and the real difficulty is because 
of what results from breaking at Fort William. What ig 
Considered to be an advantage to us, what is stated to be 
an advantage to Western Canada in general, is a dig- 
advantage to ‘lberta, and I point that out on the next 
Page, sir, and I would just like to read that. 

THE CHAIRMAN: Pardon me a moment. You say 
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» that the standard freight tariff shall Specify the 
maximum mileage tolls to pbe charged for each class of 
the freight classification for all distances covered 
by the company's railway. 

MR. FRAWLEY: I would think, my lord, that 
that would prohibit them charging us more because - - 
I wonder if I should give your lordship an example. You 
See, the situation today is that the rate from Toronto 
to Edmonton, for instance, is yeatOs, 1 Just mate a ndbe 
of this example, 
THE CHAIRMAN: Would you repeat that please? 
MR. FRAWLEY: The rate from Toronto to Edmonton 


is $2.40. I want to Bay at once = . 


(Page 21907 follows) 
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THE CHAIRMAN: On what? What are you talking 
about? 

MR FRAWLEY: That igs fifth class; it may be 
something more than that now, but ag of a certain date 
it was $2.40. Now, that distance is 2001 miles. Now, if 
you look at the prairie maximum standard class rates you 
will find that the rate for €,000 miles is $2.31, Now, 
that concretely is the thing that we complain of, and it 
does seem to me that this 329 revised would take care of 
may OUT certainly we think that there should be an end to 
the use of the breaking point at Fort William, which 
results in charging us more than the maximum standard 
mileage class rates. 

Now, I say at the bottom of page E-2; 

This would remove a State of affairs pre judicial 
to Alberta that has existed since the first fixing of 
through class rates between Eastern and Western Canada. 

The next bit is rather interesting, my lord: 

Over the years, the people of Alberta have been 
assured by the railways and even by the Board itself that 
there was nothing objectionable in these rates. The fact 
that the Eastern arbitrary to Fort William was SO much 
less than the local rate to Fort William from say Toronto 
was offered as proof that Alberta was actually benefitting 
by the water competition from Eestern points to Fort 
William. It was overlooked that, while such 2 claim might 
have been made with regard to Manitoba and some Saskatchewan 
points, at the same time Alberta was being penalized by the 
method of breaking rates at Fort William. As late as the 
21% Case, the Board harked back to this argument in reject- 
Ing the representations made by Alberta (see p. 62 of 
Judgment) , 


THE CHAIRMAN: That is Simply because you are 
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farther away from Fort William. 

MR FRAWLEY: That is right, that is right, sir. 
And we think that we are not so far away that we should 
be paying more than the Standard mileage class rates, 
because, as I have demonstrated, we would only be paying 
$2.31 a8 against $2.40 if we were on the maximum prairie 
rates. 

That it should now tacitly be admitted by the 
railways, without demur, is an indication of the relatively 
Slight extent to which the Board has examined the main 
features of the rate structure on its own initiative. 

The persistence Of this grievance 1s one result of the 
essentially negative administration of the Railway Act by 
thé Board, 

THE CHAIRMAN: Now, that is a pretty wide state- 
ment to make, isn't it? 

MR FRAWLEY: "The essentially negative administra- 
tion"? 

THE CHAIRMAN: Do you say on the whole that the 
Board has administered the Railway Act negatively? 

MR FRAWLEY: Oh, yes, I Say that, my lord. TI say 
that more than Che EU CRTs bri srg 4 py 

THE CHAIRMAN: Without giving consideration to 
what the Act requires them to do, and so on? 

MR FRAWLEY: Well, it may be that the statute is 
partly at faulty Sir." -T do not think that it is perversity 
On the part of the Board, sir. 

THE CHAIRMAN: You are talking of the administra- 
tion of the Railway Act. 

MR FRAWLEY: By the Board. 

THE CHAIRMAN: You say: 

"The bersistence of this grievance igs one result of 


the essentially negative administration of the Railway 
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Act by the Boarg, " 

MR FRAWLEY: It could be better phrased, sir, 
The administration is negative; that negative administra- 
tion may come from the imperfections of the Railway Act. 

THE CHAIRMAN: No, that ig not what you say. 
you take the Riilway Act ana Say they have administered 
LG negatively; that is, they have not carried it out, they 
have put it aside, they have acted contrary to its 
intentions, 

MR FRAWLEY; Well, there has been VErY eLAitctye 
Initiative. When [I Say negative administration, my lord, 
I mean mostly this, that they wait until a complaint is 
made. Now, that by and large runs through the whole 
Operation of the Act. In fact there is no difference pbe- 
tween us in any sort of personal Way. I think the Board 
would probably say, "That is exactly what we do, and that 
is the broper way to do it." I mean, in fairness, we must 
not be maligning the Board. It is the approach: that they 
have had. They wait for a2 complaint. Now, I say that that 
is wrong, and [ Say that the grievances from which we 
Suffer in Western Canada have come about because of the 
fact that they have not on their own initiative gone out 
to see day by day what the rate situation was. I think 
that is not an unfair statement. They wait for a general 
inquiry. Well, there was one in 1927, and, without using 
extravagant language --~- 

THE CHAIRMAN: You would think that in a complex 
Situation such €as this you could find out more from one 
Complainant who has Something to show you than from looking 
to see whether Or not there are any situations that some- 
body Cught to be Complaining about and not doing it. 

MR FRAWLEY: Well, my lordg--- 

THE CHAIRMAN: f[ am talking about actual practice 
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now. Don't you think that the fact that there 1s room for 
complaints and facilities for hearing Complaints is a4 most 
useful thing? 

MR FRAWLEY: Oh, yes, oh, yes, The door ig 
always open all the time for people to come in and make 
complaints, but the difficulty is, sir, that yOu cannot 
attack a Scale, attack a rate Structure, og A Alberta 
complain that I do not like the fact that I have just been 
discussing, that the commodity rate to move steel out of 
Hamilton igs more than I have to pay at Medicine Hat, the 
Board would Say to me, "Why are you hurt by what they pay 
in Hamilton? You go about your business, anq talk to us 
about the Medicine Hat Situation. You are not concerned 
With Hamilton." f{ Say, "Yes, I am concerned with Hamilton. 
I say that Proper equalization Should make me the same ag 
Hamilton, and that in this day and age---" 

THE CHAIRMAN: Regardless of what the effect may 
be on Hamilton, SVEN VEE uthe Hamilton industry had to go, 
yOu would Say, let it 80, we want the game rate--- 

MR FRAWLEY: No, my lord. Surely they can bring 
me down to the H2milton rate, that is all. Competitive 
conditions are to one Side, entirely to one Side. 

THE CHAIRMAN: Oh, I know. 

MR FRAWLEY: go I say, what is there about 
Hamilton that 1t should have a better rate: 

THE CHAIRMAN: Then you expect an answer, do you? 

MR FRAWLEY: Yes. Well, I address this to the 
Board, and » While I do not want to paraphrase too generally, 
the Boarg does not entertain that Sort of thing. They say, 
"You Show us some Prejudice to your business," and if I 
Simply Say, "It is not €00d enough to have these two kinds 
of commodity rate Scales," they say, "That is a matter of no 


Concern." They Say, "Show us your prejudice, show your 
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detriment, Show how YOu are hurt." That is my Submission, 
my lord. 

I now pass to this rather interesting question 
of international rates, and it is not Particularly long, 
Bits 

INTERNATIONAL RATES 
Alberta's Submissions with regard to inter- 
national rates are concerned with two specific Srievances; 
1. The use of maximum standard Class rates for the 
Canadian factor of international combination rates 
between United States and Western Canada. 

ee 4The Prohibition of certain lower rate combinations 
via United States railroads between Eastern Canada 
and Western Canada by means of restrictions in the 
freight tariffs adopted at the instance of Canadian 
railways. 

THE CHAIRMAN: Pardon me a moment. I want to 
ask a question. In view of the adoption of daylight 
Saving time, what happens to the trains between here and 
Montreal? 

MR EVANS: our train to Montreal leaves ten 
minutes later than Lt Previously did. 

THE CHAIRMAN: And there ig Only a Saving of ten 
minutes to you? 

MR EVANS: ‘That ea ds, 

THE CHAIRMAN: Then you would like to adjourn at 
the usual hour for Friday” 

MR EVANS: tf that is convenient to your lordship. 

THE CHAIRMAN: Well, we will do that. We will 
2djourn at 4:10. 

MR FRAWLEY: 14, Standard Class Rates 

The use of Standard class rates from border gate- 


Ways in Western Canada was dealt with at pp. 11135-36 of 
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Vol. 58, and TI have touched upon it already in thig 
argument in discussing the extent to which stendarg Class 
rates are used at the present time. 

It is apparent that these rates to-day find 
their only extensive applicetion as the Canadian propor- 
tionals of international combination rates to Western 
C.nada, They are also used on local movements within 
Western Canada, but to a very slight extent, and in 
Ontario-Nuebec territory are almost entirely paper rates. 

Under the Alberta equalization Proposal the 
Present standard class scale would be abolished and a new 
Scale of class rates approximating to the present dis- 


tributing rate level would be get up. However, the 


rates from border points. If retention at all of standard 
Class rateg WETS» TO be recommended - and T Submit that 
the R°ilways have made out no case for such before this 
Commission - then it would be imperative that at the very 
least an Exception be made end border rates in both 
directions be placed on the distributing basis. 

THE CHAIRMAN: Pardon me. You are talking only 
of international rates? 

MR FRAWLEY: Of the Canadian Proportional of 
international rates, my lord. 

Mr. Jeffergon's evidence at p. 15102 (74) gives 
Some indication that the Conadian Pacific might be prepared 
to accede to Such a recommendation. As I read this it 
Sounds rather repetitious, but T think it is not, my lord; 
It igs very short. My submission igs that the Commission, 
whatever the extent to which it is prepared to recommend 


the equalization of freight rates, should so recommend 
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that in no case will international class-rate traffic to 
and from Western Canada be required to pay the maximum 
mileage tolls. The volume and nature of this traffic is 
important to Western Canada and it is also important to 
the Canadian railways. While there are algo throug com- 
modity rates over Western border gateways, these rates by 
no means account for al] the traffic. At the very Least; 
on the reilways!'! own views regarding the relationship be- 
tween volume of traffic and rates, the border gateways are 
entitled to the Same rates ag distributing pDOlnte: 

2. Combination Rates via_the United States 

Traffie between Eastern and Western Canada, in 
addition to moving over all-Canadian routes, may move via 
the United States Over a number of authorized routes and 
pay the same rates as charged over all-Canadian routes. 
However, it is also possible in Some cases to make up 
combinations of local rates from points in Conada through 
the United States to Canadian destinations, which are lower 
rates than the through rates published between C-nadian 
points. In both the United States and in Canada = except 
in the cage Of proportional rates or certain competitive 
rates - such combinations are permitted as a matter of 
course. For example, the lowest rates from Eastern Canada 
to Edmonton or _ Calgary are often the transcontinental 
rates to Vancouver plus the local rate from Vancouver, if 
that will make better rate than the published rate to 
Edmonton. 

However, a number of United States rariffe con- 
tain the xpress provision that the rates contained therein 
are not to be used in making combination rates between two 
Canadian Points. No similar restriction exists against 
“Pplying the rates in combinations on other hauls. Both 


Mr. Jefferson's evidence on this stubject and the letter of 
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Agent Kipp to the Interstate Commerce Commission reaq by 
mySelf at p. 16134 of volume 81 make it quite clear that 
this provision Was originally put in at the instigation of 
the Canadian Carriers in order to Prevent any break in 
their own rate Structure. 

The practical effect of this Prohibition in 
United States tariffs is to deprive Alberta of whatever 
benefit might be derived from having a competitive factor 
in rates from Eastern Canada. American lines enter Western 
C nada at Winnipeg, in the British Columbia interior and 
at Vancouver, while water competition hag influenced rates 
to the Pacifie Coast. No American lines enter Saskatchewan 
or Alberta and the Canadian railways have been able to 
insulate those Provinces from outside rail competition. 

We are accustomed to being told by the railways and the 
Board that our lack of competitive conditions on our long- 
haul traffic is a natural disadvantage which we Owe to our 
Beography. These tariff restrictions are in no sense a 
natural disadvantage. They constitute a deliberate attempt 
of the Canadian railways to stifle competition by a means 
which, at first Glance, appears to be beyond the powers of 
the Transport Board to remedy. 

THE CHAIRMAN: When you use the word "tariff" 
there, you mean railway tariff? 

MR FRAWLEY: Yes, my lord. 

THE CHAIRMAN: Not the customs tariff. 

MR FRAWLEY: There are good grounds upon which 
any such attempt to limit the application of United States 
freight rates to Canada Should not be countenanced: 

1. The American carriers obtain the benefit of no similar 
Provisions in Canadian tariffs to prevent Cenadian 
rates undercutting the American rate structure. 


e. The fact that such combinations via the United States 
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¢2n produce lower rates than the through 8ll-Canadian rates 

to Alberta igs Evidence of the unreasonably high level of the 

all-Canadian rates between Rastern Canada and Alberta. 

(2) United States rates used in the combinations have taken 
higher percentage increases than Canadian rates. 

(b) The combinations using United States rates are two- 
and three-factor rates, which in itself would indicate 
that they should normally be higher than Single factor 
rates for the Same distance, 

(c) The United States rates are not truck competitive 
rates of the type which cannot be used in combinations 
on any movements without rebilling. 

(ad) The Canadian class rates to Alberta are actually higher 
than rates for equivalent distances on the Prairie 
Standard mileage seale. 

To remedy this injustice, [I Propose that the 
following sub-section (2) be added to Section 338 of the 
Railwey Act. This will pe found in the Transcript at 
Page 20015 in volume 108. 

THE CHAIRMAN: This is the same one you are re. 
Producing over again, is it? 

MR FRAWLEY: No; this is the first time this has 
appeared, my lord, 

THE CHAIRMAN: you Say, "I propose that the follow- 
Ing subsection"___ 

MR FRAWLEY: -- "pe added to Section 338 of the 
R ilway Te) oe 


THE CHAIRMAN: "This will be found in the Transcript. 


MR FRAWLEY: [ft Was put in, my lord. yoy may re- 
member that my amendments have been in the record for some 
weeks, and now it appears here, sir. 

THE CHAI‘RMAN: All right, we will gO into it now. 

MR FRAWLIEY: Yes. Perhaps it might be well if I 
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Just took 2 moment to read that. I am Simply adding a new 
Sub-section,. 
THE CHAIRMAN: That is, you leave the original 
338? 
MR FRAWLEY: Oh, yes, I do not COUGH 338, ° Tt an 
reading 338: 
"When traffic is to pass over any continuous 
route from 2 boint in Canada through 4 foreign 
country into Canada, or from any point in Canada to 
2 foreign country, and such route is Operated by two 
Or more companies, whether Canadian or foreign, the 
several companies Shall file with the Board a joint 
tariff for such continuous route." 
That remains there. [ Only read it to indicate why I am 
tacking this on now. TI add this Sub-section: 
"ey Wien 3s combination of local tolls on traffic 
moving from a point in Conada through 2 foreign 
country into Canada makes a lower charge than the 
toll or tolls charged for the same description of 
traffic moving between the Same two points in 
Canada over 2 line or route lying wholly within 
Cinada, such lower combination of tolls shall 
apply over the lines or routes upon which it is 
based: 
Provided that where prohibition of the charging 
of such combination of tolls between points in 
Canada ig made in teriffs not subject to the juris- 
diction of the Board, the said lower combination 
Of tolls shall be applicable between the same two 
POints over continuous routes lying wholly within 
Cenads ." 
In other words, my lord, if the Prohibition is in 


& tarirr which the Board of Transport Commissioners controls, 
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it is removed by the main portion of the Sub-section down 
to the colon's 4f the prohibition is in a tariff of the 
United States, on United States railroads, then the pro- 
hibition remains but the rate over the United States lines 
becomes the maximum rate over the Canadian lines, 

The purport of this amendment can be explained 
in a few words. 

It must be borne in mind that some of the tariffs 
in which this Objectionable restriction appears are United 
States tariffs not under the Board's Jurisdiction. The 
first part of the Subsection as far as the beginning of 
the proviso, therefore, would only apply if such a 
restriction did happen to be published in a tariff Subject 
to the Board's authority. The Proviso takes care of the 
Situation where the restriction against use of the rates in 
combinations between Canadian points is published in United 
States tariffs. If a Shipper can show that 2 lower com- 
bination exists but cannot be used solely by virtue of the 
restriction placed in United States tariffs, then the sub- 
Section provides that the amount of the said combination 
Shall be the effective rate to be charged on this particular 
movement by the Cenadian railways over routes wholly within 
Canada. 

THE CHAIRMAN: Just a moment, now. This sub- 
Section applies only to that one movement, originating in 
Canada, G0ing through the States and back into Canada; is 
that it? 

MR FRAWLEY: That is right, my lord. 

The amendment will permit Western Prairie points 
to obtain some benefit from outside rail competition similar 
to that which other parts of Canada have enjoyed. 

I cannot emphasize that too much. That is all we 


are seeking, is to get some benefit from outside rail com- 
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petition which Other parts of Co-nada enjoy. 

In the second place, it will retain the traffic on 
the Canadian lines. 

THE CHAIRMAN: Can you give me some idea of where 
you expect that happy result to follow, where these points 
are between Alberta and the United States? 

MR FRAWLEY: Yes, my Lord’ Twiki five you one. 

THE CHAIRMAN: You might just refer us to the 
evidence, 

MR FRAWLEY: [I have an exhibit, my lord; I think 
Mets 236. T went to the trouble Of showing that from a 
point in Essex County close to Detroit, called Belle River, 
canned goods could move to Detroit, from Detroit to Sweet 
Grass, Montana, enter at the Coutts gateway and go to 
Calgary, for less than the cost of going from Belle River, 
Ontario, to Calgary via Toronto and Sudbury and Winnipeg. 
Now, when [I examined that matter and tried to use it I 
found right in the tariff a4 restriction which said that 
these combinations cannot be used to make a rate from a 
point in Canada to a point in Canada, and so I set about to 
see what could be done aDOUutH 1 ¢'. 

THE CHAIRMAN: Well, we will adjourn now. 

By the way, before we adjourn I wish to say that 
P= Will not sit one day next week, and we are not sure 
Whether it will be Tuesday or Wednesday, but Mr. Covert will 
keep you advised as early as that is decided on. 

MR FRAWLEY: Monday the Commission WLLL sit? 

THE CHAIRMAN: We will sit Monday, but we may not 
sit Tuesday,or we may Sit Tuesday, but in that case we will 
not sit on Wednesday. 


~--The Commission adjourned at 4:10 D.-m., to meet again 
2b 10:30 a.m. on Monday, May 8, 1950. 
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Ottawa, Ontario, 
Monday, May 8, 1950, 


MORNING SESSION 
Se ee LON 


THE CHAIRMAN: Al] right, Mr, Frawley, 


ARGUMENT BY MR, FRAWLEY (Cont'd): 


My lord, just as we were finishing on Friday afternoon 
I was discussing the additional section to section 338 
that I was Suggesting, and dealing with those restrictive 
conditions in the teriffs which prevent the use of the 
United States rates, 

THE CHAIRMAN: You are referring to the page you 
were on? 

MR. FRAWLEY; Page F-7 of my brief, You had 
asked me on Friday if I could give you an idea of whether 
that result might follow, 

THE CHAIRMAN: What result? 

MR. FRAWLEY; The Page of the transcript is 21918, 
but it was when I was discussing it at pages F-6 end.F.7 
Of my brief, 

THE CHAIRMAN: About international rates, 

MR. FRAWLEY; Yes, about international rates, yes, 
my lord, That is the general subject that I am on. I 
had just got to page F-7, and I wanted to give your lord- 
Ship the correct humber of the exhibit, I said at page 
e1918 I thought the exhibit number was 236. The exhibit 
number is 136, ang it was put into the record at page 11921 
of Volume 61, 

THE CHAIRMAN: Volume 61, page what? 

MR, FRAWLEY: Page 11921, I think I will just pass 
from that because the exhibit quite well speaks for itself, 
8nd it shows that if we could use these rates from certain 


Points - ang quite admittedly only from certain points 
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Nivgara Peninsula, but in any event if we could use these 
American rates we could deliver certain kinds of goods 
cheaper to Alberta destinations than now by having to use 
€ll Canadian lines, The amendment I Suggested will, in 
my Submission, correct that Situation, Going on then 

at page F-7 I have just another paragraph before I complete 
that. 

The amendment will permit Western Prairie points to 
Obtain some benefit from Outside rail competition similar 
tothat which other parts of Canada have enjoyed. In the 
Second place, it Will retain the traffic on the Canadian 
lines, Since the objectionable restrictions in the United 
States tariffs cannot be repealed by order of the Board, 
they may remain to prevent the actual physical use of 
American lines in connection with such rates, The amended 
Subsection leaves Western Canada free to take advantage of 
the lowest transportation charges, but at the Same time 
assures the retention of the traffic on Canadian lines, 

The next matter I want to discuss, sir, ig competitive 
rates but before T do that I want to BO back and discuss 
for a few moments Section 314 anq Section329(a) which we were 
discussing on Friday. I wanted to wait until I had completed 
What I said on equalization before going back to the sub- 
ject. f think 1t 18 well to do it now rather than wait 
until the completion of my entire argument, 

THE CHAIRMAN: are you referring again to that 
‘mendment you proposed about Section 314? 

MR. FRAWLEY: Yes, I want to go back and discuss 
that with your lordship and the commissioners for a moment, 
THE CHAIRMAN: Where will thet be founda? 

‘ MR. FRAWLEY: That may be found on page C-4, That 
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was the discussion that arose at page C-4. Now, my lord, 
let me put it this way. These are the things that we did 
to the present Section 314, subsection 1, and these are the 
reasons why we did it. 

First we defined the Phrase, "over the same line or 
route." We defined that by adding immediately following 
those words the words, "from the same origin to the same 
destination", They were Put in there purely to define this 
rather troublesome and equivocal phrase, "over the 
Same line or route", That amendment of ours in those words 
removes any doubt as to whether, for example, Regina to 
Medicine Hat is Over the same line or route és Montreal to 
Sudbury, Under our revised Section of course it certainly 
22 not; 

Then the only other change was that we struck out the 
words, "under Substantially similar oi bole banners and 
conditions", Why did we do that? We did that because they 
are quite unnecessary in the subsection now because if the 
twO movements to be compared are from the same origin to 
the Same destination then they move under the same 
circumstances and conditions. In other words, and this 
is the importent thing, my lord, differing operating con- 
ditions can no longer be permissible distinctions between 
any two shipments as they were, 

THE CHAIRMAN: What is that? 

MR. FRAWLEY: Differing operating conditions, 
differing terrain, differing density of traffic ana those 
Kind of things we want to get away from could have been 
used against us, if I may use the expression. 

THE CHAIRMAN: I do not think so, 

MR, FRAWLEY:Under Substantially similar circum- 
Stances and conditions, 


THE CHAIRMAN: You are talking here of from one 
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point to another point. 

MR. FRAWLEY: Yes, Now we have removed any doubt, 
sir, We have removea any doubt and we Seay the section 
now only means that you must charge the same rate from the 
same point to the Same point, 

THE CHAIRMAN: Must you not today? 

MR. FRAWLEY: What ig that? 

THE CHAIRMAN: Must you not today charge the same 
rate from point A to point B on the same commodity? 

MR, FRAWLEY: Yes, my lord. 

THE CHAIRMAN: To all shippers, 

MR, FRAWLEY; Yes. 

THE CHAIRMAN: Isn't that all you are saying here 
in this amendment? 

MR. FRAWLEY: As we leave it, 

THE CHAIRMAN; ’s it is there. Are you going to 
Change it again? 

MR. FRAWLEY: No, my lord, 

THE CHAIRMAN: Am I right in this? I should like 
to be correcteg if I am wrong. 4m I right that any 
commodity leaving 4 to go to B, no matter how far apart those 
two points may be, carries the same toll for all shippers? 
I gave the example of potatoes but it might be any other 
commodity. If they leave Fredericton to go to Montreal it 
does not matter what shipper brings them into Fredericton, 
He pays the same toll as all other shippers, Isn't that right? 

MR. FRAWLEY: That is right, my lord. 


(Page 21925 follows) 
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THE CHAIRMAN: Is that not right? 

MR. FRAWLEY: That is right, 

THE CHAIRMAN: What else are you doing in this 
omendment of yours but Stating that? | 

MR. FRAWLEY: Whet I Soy about that is this, 

Thet is SO. They are charged the some tolls by virtue of 
the statute, 

THE CHAIRMAN: Teo, 

MR. FRAWLEY: By virtue of the statute, 

THE CHAIRMAN: What statute? 

MR. FRAWLEY: The Railway Act, There is 3 Statutory 
Provision against thet kind of personal discrimination, 

THE CHAIRMAN: Where is that in the Railwey Act? 

MR. FRAWLEY: It is there NOW; sir, 

THE CHAIRMAN: Where? 

MR. FRAWLEY: There is section 3163 section 314 
itself onq Section 316 dealing with fecilities, I *deal with 
Section 314 ~. 

THE CHAIRMAN: Never mind section 314, You ask 
us to put into ELLeOt a new section or 9 new Sub-section which 
adds nothing to the law. Is that not SO? 

MR. FRAWLEY: Moy LT put 2+ this way, my lords’ IG 
Broribits Personal discrimination, clearly and unequivocally, 

THE CHAIRMAN: Which the law prohibits now. 

MR. FRAWLEY: Only because of that seme Section, 

THE CHAIRMAN: Whet same section? 

MR. FRAWLEY: Section 314, 

THE CHAIRMAN: I really think you sre misunderstand- 
ing the Situation. Section 314 is to provide the same rate 
for all points for treffic of the some kind, the same rate 
On the same line, for the same deseription of goods, save 


Where Circumstances and conditions justify a difference, 


7 


G asc Fa Tes pass 
ie Saye e 


oo 
f ‘ 
<a 

- ss 

Ao 


1AM A 


y ae bald 


—s 


C2 


-21926- Mr. Frawley 


MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: But here in this proposed amendment 
of yours, you are dealing only with two points, 

MR. FRAWLEY: Yeg, 

THE CHAIRMAN: A and B, 

MR. FRAWLEY: Les. 

THE CHAIRMAN: And you Say cnat ohkt foods of a 
certain description carried from A to B must bear the game 
toll for all Shippers, 

MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: Is there anything in the Act now 
which would 8llow the railways to do differently? 

MR. FRAWLEY: May I put it this way. There used 
to be secret rebates and Concessions and all that Sort of 
thing. It ig Just the kind of prohibition which prevents 
the railways engsging in secret rebates, concessions end 
pevron. LT am quite certain they have not done that for 
Yeoers and years; I have no knowledge that they ever did dala 

THE CHAIRMAN: If they do it today, they ere 
Violating the law. 

MR. FRAWLEY; Yes, they are Violating the lew. 

THE CHAIRMAN: They may keep on Violating the law, 
eccording to what You say. I do not know anything at sll 
whether they do indulge in secret rebates and so on, 

MR. FRAWLEY: Thot is prohibited now, That is 
Section 314 sg fr have left it. That makes it abundantly clesr, 
We have deleted "under Substantially similar circumstances 
end conditions end after the words "Same line or route," 
me have added, from the same origin to the same destination," 

THE CHAIRMAN: Never mind "the Same line." How can 
it be when they are shipped from one point to enother? I gaye 
YOU a case of Fredericton to Montreal. That is what you are 


Covering, - You are Saying in effect that all commodities 
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or all goods of the game description Shipped from Fredericton 
to Montreal must be carried sat the Same toll for sll Shippers, 

MR. FRAWLEY: [I Sey that now, 

THE CHAIRMAN: Tf beg your pardon 9 

MPP EROWIEN? "YOR tye 4). right, 

THE CHAIRMAN: By doing that, you are not adding a 
word to the law 3s it is. You say you are making it clearer? 

MR. FRAWLEY: Lene em making it clearer, 

THE CHAIRMAN: In my opinion you ere not dealing with 
the matter dealt within the present section 314 which 
hes not to do with one point to another point but with 311 
points along the same line of railway, 

MR. FRAWLEY: Let me put it this Way. This section 
314 is not Our equalization Section. We turn our back on 
Section 314 for that, We dont look upon it for that. We do 
not wish it to be used oS on equalization section, 

THE CHAIRMAN: Do you went to strike itout altogether? 

MR. FRAWLEY: As on equélizstion Section, yes, strike 
oe out sit together, 

THE CHAIRMAN: Pe wien Te you strike it out all 
together for one purpose, you strike it out for’ ah] purposes, 

MR. FRAWLEY: Yes, But I em leaving it there to 
prohibit personal discrimination, 

THE CHAIRMAN: You ere asking that it be struck out, 
You say: 

"We therefore recommend that sub-section 1 of section 

314 be repealed," 

MR. FRAWLEY: Yes,and my sub-section 1, be put in its 
Place, 

THE CHAIRMAN: But in my opinion you sare replacing 
8n apple by oan orenge; that is to say, you sre replacing it 
with Something of 3 totally different character. What would be 
left if we took e number of points along the line,sall going to 
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“suppose 
market,a1l1 along the same line:/those points are A, B,C, 


and D, and they are getting to the destination X, and the 

A oe eee to A which the people in B say igs discriminating 
ageinst them. That is what is intended to be prohibited by 
Section 314, 

MR. FRAWLEY: Not by Section 314 (1), 

THE CHAIRMAN: Yes, by section 314 i 

MR. FRAWLEY: No; Section 314 (4), 

THE CHAIRMAN: Section 314 (1) reads as follows: 

"All tolls shall always under substantially 

Similar circumstances snd conditions, in TPespect tar 
all traffic of the Seme desrription, end Carried in 
or upon the like kind of cars or conveyances, passing 
over the same line or route, be charged equallyto sll 
persons end at the same rate, whether by weight, mileage 
or otherwise," 
Then if any Shipper finds out that Somebody on the same line 
Shipping from enother point igs getting e toll which is 
advantageous to him, end disadvantageous to the complainant, 
i cen complain about it, 

MR. FRAWLEY; My Jord, for Clarity's Seke, let 
me put it this wey. If I were Shipping from Montresl to 
Sudbury and you were shipping from Edmonton to Saskatoon, 
we will say, I could not use Section 314 (1) to require the 
railways to charge me, Shipping from Edmonton to Saskatoon, 
What they charged you from Montreal to Sudbury. 

THE CHAIRMAN: Could you use this new smendment? 

MR. FRAWLEY: No. I do not want to use it for that 
Purpose. It is Section 329 that I use for equalization, 

THE CHAIRMAN: Where is your 329? 

MR. FRAWLEY: Section 329 is whst I am Submitting 
for equalization, Tf only deal with section 314 to sort of 
Clear it up before I pass on to what I really rely upon as 


my equelization section. 
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THE CHAIRMAN: You sre clearing it up by sub- 
stituting Something that would cover another question, 

MR. FRAWLEY; Except, my lord -- 

THE CHAIRMAN: Where is section 329, 

MR. FRAWLEY: Section 329 is my equelization 
Section, 

THE CHAIRMAN: Where is it? 

MR, FRAWLEY: It is at page C-9 of my argument, 

THE CHAIRMAN: Pardon me. There is a present 
Section 329 thot you are dealing with. 

MR. FRAWLEY: Yes, Section 329 (1) that I am 
dealing with, ond IT have revised that, sir, I am not 
changing sub-section 2 but I em revising section 329 (1), 
Theat, in my Submission, makes it clear that the standard 
freight toerirf Shell be the game for the seme distance end 
the same toll shall be charged by 211 companies, Thst in 
Our submission makes equalization of rates, 

THE CHAIRMAN: ‘hot is still another thing. That 
is providing where the distances are the Same, wkether 
it is on the same line of railwey or not, the same toll shall 
be charged, 

MR. FRAWLEY: “ec, thet is pigs Bea a 8758 

THE CHAIRMAN: But section 314 as it is at present 
in form provides where the goods are on the Same line, 

MR, FRAWLEY: Yes, my lord, 

THE CHAIRMAN: On the Same line, not soing from 
one point to snother put on the same line, 

MR. FRAWLEY: Let me put it this way. As your lord- 
Ship knows, I am exceedinglyanxious to bring about equalization, 
I want the effect to be that if I am Shipping something from 

the rate on 
Calgary to Medicine Hat, I want/that to be no more than on: the 


Seme kind of goods being shipped from say Sudbury to Montreal, 
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THE CHAIRMAN: [I understand thet. Is there any 
reeson why you could not Submit an amendment that will 
cover it, 

MR. FRAWLEY: TI have done that in section 329 and 

329(1). But I cannot get thet out of section 314 as it stands 
now. I cannot rely upon section 314 (1) as it ig presented 
in the Act to give me that, 

THE CHAIRMAN: Section 314 is meant to protect 
different people, people who live along the same line of 
railway and who sare éll shipping the Same commodities to 
the same market, 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: tft provides thst these people, 
whether they Ship from A or from B or from C all to the same 
market, shall be charged the same tolls. Why do you wish to 
interf ere with that. Is not that’a different thing? 

MR. FRAWLEY: No, I have not changed that part of 
Section 314, 

THE CHAIRMAN: Yes, you have. That is exactly whet 
you are changing by asking us to strike it out. 

MR. FRAWLEY: Section 314 (4) takes care of that, 
in my Submission, It reads: 

"No toll shall be charged which unjustly discriminates 

between different ioGelities,"” 
I heve left that in. I think it is necessary to get an 
8ppreciation of the whole of my amendments. I take section 
314, and I change-sub-section -T leave sub-section 2 the same, 
I leave sub-section 3 the same, I leave sub-section 4 the 
Seme and that becomes section 314 and I am finished with ae 
It is not an equalization section. It is not what I rely 
upon to achieve this much desired equalization, It prohibits 
personal discrimination. [It requires that no toll shall be 


Charged which unjustly discriminates between different 
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localities, That takes care, in my Submission, of what your 
lordship has said, So I leave section 314 snd I am content 
that it should do just those things. I do not wish it to 

accomplish any degree of equalization for me, TI then go to 


Section 329. 


( Page 21934 follows ) 
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THE CHAIRMAN: Perhaps not for you, because I 
know the kind of equalization you want. What other people 
may want may be a different kind Of equalizotion, 

MR FRAWLEY: Well, my lord, as far as my sub- 
mission is concerned, the kind of equalization is the 
Same, which is Standard tolls always the Same, non- 
competitive commodity rates always the Same; that is the 
kind of equalization, f want, and I say that my 329 and 
my 329A accomplish that. you see, my lord, it might be 
helpful if the Statutes as I put them in in volume 108 
Of the transcript were looked at, where they can all be 
seen together, because then one can appreciate just 
what changes I have made completely. I have picked out 
314 in my argument and have been discussing it, but I do 
want to say tnis, that 4b 1%. not my equalization section, 
Sir. Iam not relating on it for equalization. There is 
too much difficulty with the expression "over the same 
line or route", 

THE CHAIRMAN: Why are you tampering with it at 
all? 

MR FRAWLEY: Well, because it Seems to me that 
cf is unnecessary to leave in those words "under substan- 
tially similar circumstances and conditions", when [ 
aePine--~ 

THE CHAIRMAN: But you have just said that Lv 
1s too confined, it only applies to the same Line of rat7. 
way, and you want to make it equalization for all over 
Canada on all lines of railway. 

MR FRAWLEY: Yes, by other sections. 

THE CHAIRMAN: Then why tamper with 314? ‘That 
is to say, it ig dangerous to tamper with an Act which 
has been in effect for a long time and seems to have met 


the requirements. 
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MR FRAWLEY; Well, one danger perhaps--- 

THE CHAIRMAN: Now your requirements are differ- 
ent from the requirements of that Section. 

MR FRAWLEY: Phere: ia si y think, one rea] danger. 
If we leave thet expression "under Substantially Similar 
Circumstances ang conditions", then it raises the question 
at once, in Opposition to our equalization Sections, then 
you must go and look at 314, and 314 raises the question 
of “under Substantially Similar circumstances and condi- 
tions". Then we get into traffic densities and Operating 
cerrain-~~ 

THE CHAIRMAN: yoy Wish to have a section 
which, ag yOu Say, will provide exactly the same freight 
rate for any commodity shipper 4 hundred miles in Nova 
Scotia or Shipped a hundred miles in Alberta; it is a 
hundred miles in each Province, and should have exactly 
the same rate. That is what you want to provide. 

MR FRAWLEY: Yes, but not by 314, sir. 

THE CHAIRMAN: That is what you want to provide. 

MR FRAWLEY: [ want to provide that. 

THE CHAIRMAN: You are certainly not providing 
that by your proposed 314. 

MR FRAWLEY: No, my lord, I am not. 

THE CHAIRMAN: Then what have you got to provide 
it? You have provided it then by this new 329? 

MR FRAWLEY: 329 (1), 329A; sir. 

THE CHAIRMAN: Well, we will go to that. Where 
is that? 

MR FRAWLEY: you Will find it reproduced at page 
C-9, sir. 

THE CHAIRMAN: And I think you have told us that 
the only exception that you would tolerate to that equality 


would be one brought about for competitive purposes. 
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MR FRAWLEY: Oh, yes, my lord... I am not seek- 
ing to equalize--- 

THE CHAIRMAN: Are you putting that in your 
draft? 

MR FRAWLEY; Leas ny lord, that is Specifically 
Provided for. [It igs Specifically provided for’ in: 3294 , 
Sub-section 2, and that is reproduced on page C-10, the 
very last phrase on the page. Just expressed in a word, 
my Tord 2 

THE CHAIRMAN: Wait a minute, now. You had 
better read the whole of the Sub-section. It is pretty 
POU. APs elt one sentence. 

MR FRAWLEY: 329, Sir. This is the non- 
competitive’ commodity rates, my lord. 

THE CHAIRMAN: The whole thing. 

MR FRAWLEY: TI will redd: 329A.) “Ewart go to 
where your lordship was. 

THE CHAIRMAN: You would repeal the present 
329, would you, or 329 (1)? Ig this a new one you would 
Substitute for it? 

MR FRAWLEY: Well.” yes, Tt er a Substitution, 
SO that the present one would be--- 

THE CHAIRMAN: Would be repealed. 329 (1) ig 
revised, and your 329 now -- you mean it is repealed and 
the following Substituted? 

MR FRAWLEY: That is PIERS), Cir! TL wha read 
the whole of 329 as we now have it: 

"329. (1) The standara freight tariff shall 

Specify the maximum mileage tolls to be charged for 
each class of the freight classification for all dis- 
tances covered by the company's railway and such tolls 
Shall be the same for the Same distances and the same 


tolls shall be charged by 211 companies. 
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(2) Such distances may be expressed in blocks 
’ Or groups and Such blocks opr Sroups may include 
relatively greater distances for the longer than for 
the shorter hauls." 
Now, that is all we leave of 329, sir. 
THE CHAIRMAN: Do you strike out 37 
MR FRAWLEY: We Strike out 3, because it now 
appears in the new Section 329A, the one .that immediately 
follows, and Sub-section 4 ig algo left outs 


it appears 
in the new section 329B, sir. 


THE CHAIRMAN: What do you leave of the 
present 3299 

MR FRAWLEY: We leave the first words, sir, 

THE CHAIRMAN: [I mean, do you leave sub- 
Section 2? 

MR FRAWLEY: of 329? Yes. Sub-section 2 is 
not changed, and Sub-section 1 is practically repeated. 
If your lordship will look at my 329, I will reaq the 
section as it is now in the Act, and if your lordship 
Wen peau. 

THE CHAIRMAN: Tf have read it; but you are 
Substituting your draft for the present one? 

MR FRAWLEY: For the present one, yes, my lord. 

THE CHAIRMAN: Strike out the present one and 
put your d?atty in: 

MR FRAWLEY: That 1S PIEKNt) sir, 

THE CHAIRMAN: Then you would leave 2 as it is. 

MR FRAWLEY: Leave 2 88.10 ote. sey. 

THE CHAIRMAN: What do you do with 3? 

MR FRAWLEY; 3 is taken out and put into 329A. 

THE CHAIRMAN: All right, then, we will go into 
that. 


MR FRAWLEY: [t also, of course, is revised, but 
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it goes out of 329 and goes into Our new 329A, 

THE CHAIRMAN: Then read that to us. 

MR FRAWLEY: ‘Those are standard, yes, my lord. 
Now we will GO to 329A, ana-T will tell you what we do 
Say, Sir. 329A now in Our revision consists of three 
Sub-sections. The first Sub-section; 

"(1) The Special freight tariffs shall Specify 

Lhe toll or tolls, lower than in the standard Crete. 
BARI DS. to ihe charged by the company for any parti- 
cular commodity or commodities, or for each or any 
class or classes of the freight classification, Or :te 
or from a certain point or points on the railway." 

THE CHAIRMAN; Pardon me. Who is it that is 
Suggesting that all commodity rates be classified? 

MR FRAWLEY: Well, they are all classified now 
under the official classification, Sires otn tne railways; 
all commodity rates are classified now. 

THE CHAIRMAN: Well, somebody has been urging 
on us that the special rates now be numbered, in addition 
to the ten rates. That would put an end to that for the 
future, and have the commodity rates made--- 

MR FRAWLEY: I am told it might have been 
Manitoba, sir. It might have been Manitoba, I am advised. 

THE CHAIRMAN: Well, apart from that here, you 
would leave them still Special rates. 

MR FRAWLEY: Yes, my lord. 

THE CHAIRMAN: I beg your pardon? 

MR FRAWLEY: Yes, we leave them--- 

THE CHAIRMAN: You do not agree with Manitoba, 
then? 

MR FRAWLEY: Well, they still would be called 
Special tariffs, yes, my lord. If Manitoba goes further 


than that, then there is that distinction, but we would 
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Still call them Special freight tariffs. 
Then the second Sub-section, which is an 


important one -- and that was Something else I wanted to 


discuss this morning -- says--- 


THE CHAIRMAN: Read the first Gne  TIPsaTs 


MR FRAWLEY: ‘That is the one I have read, sir; 


"(1) The special freight tariffs shall Specify 


the toll or tolls, lower than in the standard freight 


tariff, to be charged by the company for any parti- 


cular commodity or commodities, or for each or any 


Class or classes of the frei gre classification, Or ca 


or from a certain point or points on the railway." 


(Page 21941 follows) 
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THE CHAIRMAN: That would include competitive 
tariffs among others, is that it? 

MR. FRAWLEY: No, my lord, we have a Special 
section for competitive tariffs, sub-section 2:- 

"The tolls for the same description of 
traffic charged in the Special freight tariffs 
Shall be just and reasonable and shall be the 
Same for the same distances, and such dis- 
tances may be expressed in blocks or groups 
and such blocks or groups may include 
relatively greater distances ‘for the longer 
than for the shorter hauls; Provided that 
distinctions in such descriptions of traffic 
Shall be based on the nature and use of the 
commodity or commodities and shall not be 
based upon local or regional differences in 
Operating conditions nor upon competitive 
conditions, " 

THE CHAIRMAN: Then you seem to exclude 

competitive conditions? 

MR. FRAWLEY: Yes, we specifically exclude 
competitive conditions, and we do agree that there may 
be distinctions in those special tariffs but not for 
local or regional differences, not for operating conditions 
and not based upon competitive conditions. 

THE CHAIRMAN: Let us see then, you say that 
provided distinctions -- do you mean distinctions of 
tariff? 

MR. FRAWLEY: Such distinctions in descriptions, 
distinctions in descriptions of traffic. 

THE CHAIRMAN: Well, distinctions of what? 


MR. FRAWLEY: Distinctions in classifying the 
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commodities, in giving them special rates based on 
classification, re-classification, and that sort of 
thing. 

THE CHAIRMAN: Taking it that way, that those 
distinctions to you must in the future be based upon 
the nature and use of the commodity or commodities, is 
that right? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: "Shall be based on the 

nature and use of the commodity or commodities 
and shall not be based on local or regional 
differences in Operating conditions nor upon 
competitive conditions"? 

MR. FRAWLEY: Yes, my lord. 

THE CHAIRMAN: Perhaps I don't understand you, 
perhaps I am wrong, but I thought you said that you would 
agree with differences based on competitive conditions? 

MR. FRAWLEY: Yes, my lord, I am excluding 
them. 

THE CHAIRMAN: Excluding them from what? 

You see, you are providing that distinctions in such 
descriptions shall be based -- any distinctions that 
there are today, you admit that there are cases where 
there might be distinctions in rates; is thate.t? 

MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: In special rates? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: And you say these distinctions 
in special rates must be based on the nature and use 
of the commodity. 

MR. FRAWLEY: Yes, my lord. 
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THE CHAIRMAN: And not on anything else? 

MR. FRAWLEY: SSBytthatuis right, and not on 
differences in Operating conditions. 

THE CHAIRMAN: Nor competition? 

MR. FRAWLEY: Nor competition, because that 
is something apart. This is an equalization section 
and the question of competition is not to come in. We 
are very clear about that. 

THE CHAIRMAN: You bring that in somewhere 
else? 

MR. FRAWLEY: Yes, my lord, in 329B which 
we have not got to Vet. 

THE CHAIRMAN: Well, if you are dealing with 
it somewhere else, why do you bring it in here as well? 
You bring it in here to exclude it? 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: You caused me to believe that 
you were dealing separately with Special rates and 
competitive rates, 

MR. FRAWLEY: Yes, my lord. 

THE CHAIRMAN: But in dealing with special 
rates you exclude competit? + rates. Why do you do 
that if you. deal with competitive rates elsewhere? 

MR. FRAWLEY: Because there is to be, in 
Our concept, no equalization of competitive rates, 
there is to be no equalization of competitive rates. 

THE CHAIRMAN: Don't you Say that where you 
deal with competitive rates? That is the place to say 
it. 

MR. FRAWLEY: Yes, my lord. 

THE CHAIRMAN: Where do you deal with 


competitive rates? 
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MR. FRAWLEY: 5293, sir, & have a whole 
section that I was Just about to commence, my lord, 
on competitive rates, and probably if I went on to 


that, my section on competitive rates. 


COMPETITIVE RATES 
nt 


The Alberta submission on competitive rates, 
with the exception of the long-and-short haul, is 
to be found at pp. 12142 to LiUs5e of Vor, so. 

Competitive rates have been excluded from the 
rate equalization proposed by Alberta because they are, 
by definition, rates made to meet particular circum- 
Stances and which it would be either impossible or 
inexpedient to make more general in effect. However, 
we do not accept the conclusion that the competitive 
Paces fall entirely within the discretion of the rail- 
ways and that the Board's function is merely to remove, 
upon complaint, unjust discrimination arising ober 
Such rates. I refer to the 21% Judgment at pp. 51-2 
Where the cases are reviewed showing the Board's 
attitude towards competitive rates. 

I also call the Commission's attention to 
page 3265 of Vol. 17 and to the letter from the 
Transport Board to the British Columbia Canned Foods 
Association which reads as follows in part:- 

"The Board has repeatedly held that it 

1s within the discretion of the railways 

to meet competition or to withdraw there- 
from. The Board's powers are necessarily 
limited to questions of unjust discrimination 


in regard to competitive rates and not as to 
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the reasonableness of the rates", 

The substance of Alberta's complaint regarding 
competitive rates is concerned with the comparatively 
limited role to which the Board has confined its activities, 
Competitive rates have been involved in many of the more 
important rate controversies since the formation of the 
Board. Competitive conditions have varied and still 
vary widely from region to region in ere They have 
been cited as influences preventing certain reforms in 
the rate Structure, notably equalization. Competitive con- 
ditions have been cited in justification of continuing 
inequalities in the rate Structure, although the rates in 
question have not been designated as competitive rates, 
(See General Rates Investigation, 17 J.0.R. & R. LN 2a 
a0) . I might say that was discussed in the record 
at page 11146 of Vol. 58. 

Some of the main problems involving competitive 
rates are: (See pp. 11149-51):- 

(1) Status of competitive rates. 
(2) Changes in competitive conditions. 
(3) Relationship of competitive rates to rest of 

rate structure, 

Under the present section 329 ss. 4 a competitive 
rate is clearly defined as any rate not Subject to the 
long-and-short-haul clause, in other words a rate which 
violates the long-and-short-haul clause. This is the 
Present Section 329 (4):- 

"The competitive tariffs shall 

Specify the toll or tolls, lower 
than in the standard freight tarrif, 


to be charged by the company for any 
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Class or classes of the freight Classification, 
or for any commodity or commodities to or 
from any specified point or points which the 
Board may deem or have declared to be compe - 
titive points not subject .to the long-and- 
Short-haul clause under the provisions of 
Pie .Acts | 
It foliows that the rates which do not violate 
the long-and-short-haul clause @.g. A truck competitive 
rate scale) are not technically competitive rates at 
all but are special rates ag defined in sub-section 3 
of Section 329, 
Sub-section 4 of Section 329 also contains 
the words "point or points which the Board may deem or 
have declared to be competitive DOLNTS wee: oo wey TL 
interpret this language, it requires a definite declara- 
tion by the Board, after consideration of each case, 
that competition exists between the two points in 
Question. The sub-section contemplates positive 
action on the part of the Board with each and every 
competitive rate published. I raised this point 
before the Board in argument in the Farm Implements 
Case, September 1949, and I refer again to the comment 
of Mr. Coyne, counsel for the Board, on that point, 
and this is what he said at Volume 59, pp. 11340-41, 
that is, of this Commission's record. 
THE CHAIRMAN: Who said this? 
MR. FRAWLEY: Mr. Coyne, counsel for the 
Board, ie. present in this Commission's record because 
I introduced it and took it from the record of the 
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"My lord and members of the Board, 
I was particularly interested in the 
argument that my friend Mr. Frawley 
made with regard to the interpretation 
of sub-section (4) of Section 329 and 
Sub-section (5) of Section 314? oc (sipe 
section (5) of 314 is what might be 
Called the "long and short haul provision"), 
AS I understand his argument, before a 
competitive tariff can come into effect 
the Board must direct its attention to 
the tariff and make a decision as. to 26, 
whether the points in the tariff are 
competitive points or whether it is 
expedient to allow those rates. That 
is contrary to the practice of the Board. 
Nevertheless, I think Mr. Frawley has 
Shown that there is a serious question 
whether that practice is in conflict with 
the provisions of the Railway Act reading 


those two sections together." 


The Board has permitted competitive rates 
to stand at whatever level the railways choose to 
put them. Any critical review of a competitive 
rate by the Board in the vast majority of cases 


awaits the raising of a complaint. 


COMMISSIONER ANGUS: By competitive rates 
there, do you mean competitive rates as you define them, 


that is to say, rates between points where the long-and- 


Short-haul provisions do not apply, or do you extend 
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your definition to rates that are competitive with 
trucks? 

MR. FRAWLEY: Well, I extend them to all 
rates which are presently in the tariffs called com- 
petitive rates and SO, my lord, the whole run, whether 
or not there has been a proper and strict compliance 
with 329/or not, 

THE CHAIRMAN: 329 (4)¢ 

MR. FRAWLEY: As we have LG, 

THE CHAIRMAN: That would seem to indicate 
that the Board must fix points which are to be considered 
competitive, 

MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: "the Board shall specify 
the toll or tolls to or from any Specified point or 
points which the Board may deem or have declared to 
be.....°: That is, one or the other, they may deem it 
presently or have already declared them to be competitive 
points not subject to the long-and-short-haul clause 
under the provisions of this Act’. Now, is this the 
only provision of the Railway Act that deals with 
competitive tolls or tariffs? 

MR. FRAWLEY: Well, that is the one that 
defines them, that is the Section which defines 
competitive tolls, yes, sir. 

THE CHAIRMAN: Is there a further provision 
which deals with the Operation of them, the creation 
of them? 

MR. FRAWLEY: Well, there is Section 332, 
that should be looked at probably. That talks about 
the filing of them. 

THE CHAIRMAN: Because, you see, you must 
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read 329 (4) and 332 together, 

MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: Yoy Cannot exclude one or the 
other, 

MR. FRAWLEY; No, my lord. This is purely 
a procedural Section S423 42 Simply discusses - - 

THE CHAIRMAN: 329 is the Section that shows 
what competitive tariffs mean, 

MR. FRAWLEY: ‘That is pighe, 

THE CHAIRMAN: They mean between points which 
the Board may deem or might have already declared to 
be competitive points. How do yOu go about establishing 
them, to look at Section 332? Are you leaving 332 as 
it is? 

MR. FRAWLEY: Yes, we have 332, but we have 
added another section. We leave 332 as it is; abut we 
have added a further Sub-section. to 329, 

THE CHAIRMAN: Section 332 says: "Qomp- 
vetitive tariffs’ shall be filed by the company with 
the Board"? 

MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: That is, the initiative comes 
from the company? 

MR. FRAWLEY: Yes, cmy lord; 

THE CHAIRMAN: But the company files these 
tariffs with the Board? 

MR. FRAWLEY: Yes, I have a sub-section 
which, when I Setatosit + 

THE CHAIRMAN: Giving the dat? when the 
company intends the tariff to become effective? 

COMMISSIONER INNIS: You have that further 
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MR. FRAWLEY: [ have that in the next three 
or four pages, 

THE CHAIRMAN: But you tell us you are leaving 
3352 alone } 

MR. FRAWLEY: I am adding a Sub-section to 
329. 

THE CHAIRMAN: But you (are ‘not disturbing 
Sock 

MR. FRAWLEY: That is Pres. 

Under this kind of regulation, such as it is, 
I submit the Board can never become effectively seized 
of the main problems in connection with compstitive 
rates. Complaints before the Board respecting com- 
petitive rates are channelled into the one category of 
"unjust discrimination", which limits the class of 
successful complaints and limits the . remedial action 
of the Board to particular situations where actual 
detriment through competition in the same market can 
be shown. Questions of the general level of competitive 
rates, whether the competition is still effective, and 
the relationship of competitive rates to the rest of 
the rate structure, are not raised by the commonly 
acceptable form of complaints regarding competitive rates 
(i.e., those limited to the complaint of unjust dis- 
crimination), 

AS a remedy, Alberta proposes the repeal of 
Sub-section (4) of Section 329 and the substituting of 
a new Section 329B (See Transcript p. 20013). The new 


Section 329B will read: - 


SECTION 329B:- 
SIS 


"The competitive tariffs shall Specify 
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What the the toll or tolis lower than in the 

| competitive 

| tariffs to Standard or Special freight tariffs to 
Specify 


be charged by the company for any class 
or classes of the freight Classification 
or for any commodity or commodities, to 
Or from any specified point or points 

at which there is actual and compelling 


competition, " 


And I go on to explain - - 

THE CHAIRMAN: You don't refer to the Board 
there; you strike that out? 

MR. FRAWLEY: Yes, my lord, that is what is 
peruck Out. I 8° On to explain that in our new Section 
329B the following changes have been made: in the 
present sub-section (4) of Section 329, the words beginning 
"which the Board may deem...." to the end of the Sub-section 
are deleted, and the following substituted: Sesh Which 
there is actual and compelling competition..". 

THE CHAIRMAN: Who is to decide whether or 
not there is actual and compelling competition? Doesn't 
the present Sub-section leave that to the Board: 
"...ewhich the Board may deem or have declared to be 


competitive points..,"9 


(Page 21951 follows ) 
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MR. FRAWLEY When I come to discuss 332 and the 
Section I have added it indicates the role of the Board there, 
I refer the Commission to the transcript, Volume 61, p.12048, 
where Mr, Harries explained the meaning to be attached to 
these words, the words “actual ang compelling competition", 
foadild sbe discussing that when we come to it, and probably 
I need not interrupt now to go to that because when we come 
to our discussion of the long ahd short haul the meaning 
of that phrase, "actual ana compelling competition" will 
be explained, 
THE CHAIRMAN: You must have somebody empowered to 
determine, 
MR. FRAWLEY: Yes, my lord, 
This change of wording removes the necessary 
Statutory connection between competitive rates and the 
long-and-short-haul clause which I Say is there now in 
the case of 329, Subsection 4, And instead of requiring 
the Board to declare two points to be competitive points, 
the new wording provides that the competition must be “actual 
and compelling", The new Section 329(b) will continue the 
Obligation of the Board to see that competition exists ana 
adds the further responsibility that the Board must Satisfy 
itself that it is actual and compelling. 
Now comes the matter we were discussing, the amendment 
Of Section 332, 
THE CHAIRMAN: You Say the Board must satisfy itself 
that there is actual competition, compelling competition, 
MR. FRAWLEY: Yes, 
THE CHAIRMAN: You have a draft then. 
MR. FRAWLEY: Right now, sir. 
Amendment of Section 332, 
Section 332 of the present Act deals with the filing 


Of competitive tariffs. We suggest no changes im this Section 
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but propose the addition of a Subsection (2) which will 
further enlarge the Boards's responsibilities regarding 


competitive rates. (See Transcript P.20014). As a matter 


| of’ fact, when I put in my amendment at page 20014 Of Volume 


104 I reproducea the whole of 332, but I may Say I have 
Simply repeated —-_ SUSt Simply copied the present 332 so I 
need not read that, Now, the section which I have added -- 
a6 15 2 Straight addition -- reads this way: 
Section 332 Revised 
| [oo eit ene ne the duty of the Board to maintain 
Such continuous examination of the competitive 
tariffs as to Satisfy itself that the competitive 
tolls are no lower than necessary to meet actual 
and compelling competition and thatsuch tolls 
more than cover the additional costs of the move- 
ment to which they apply. 

THE CHAIRMAN: Is ah tra that you leave to the Board, 
what you have just read? 

MR, FRAWLEY; Yes, in Be ee 

THE CHAIRMAN: Then you have eliminated the section 
which says that the Board is to determine what points are 
competitive, 

MR. FRAWLEY; Yes, my lord, It is because of the 
wording: it is tied up to long and short haul, sir, and we do 
not think it should be tieg up to long and short haul. 

THE CHAIRMAN: Then you leave the filing of these 
competitive tariffs as it 25% 

WR. FRAWLEY; Just as they are, sir, 

THE CHAIRMAN: Because Some others say the Board 
Should first approve, 

MR. FRAWLEY; Yes, my lord. We do not say that. We 
Specifically keep away from that. We do not adopt that suggest- 
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COMMISSIONER INNIS; Isn't that putting a pretty 
heavy burden on the Board? 

MR, FRAWLEY; Well, there is Something which explains 
just how heavy the burden will’ be in my Submission, sir, 

THE CHAIRMAN: Do [I understand the machinery will be 
this, that henceforth the railways will continue as they 
are doing today, to file competitive tariffs? 

MR, FRAWLEY: Yes, my lord. 

THE CHAIRMAN: And that the Board's function will 


consist in keeping 2 constant examination before them of all 


these competitive tariffs after they are filed and in operation? 


MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: To see when they should be discon- 
tinued? 

MR, FRAWLEY: That is Pignt-1t is Something that we 
Say is not there now. We think it is quite important that 
there should be a continuous examination after the rates 
have been filed, of course perhaps I should Say that the 
long and short haul is something else, We do have a prior 
epplication in connection with long and short haul competitive 
rates that create long and short haul discrimination, but I 
am coming to that. 

COMMISSIONER INNIS: Suppose the rate is just low 
enough to keep competition in check, keep it out? Is that 
actual and compelling? 

MR. FRAWLEY: You can go there at once to page H-6, 
I think probably I should have gone there in the first place, 

THE CHAIRMAN:It is the competition that must be 
actual and compelling, 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: Not the rate, the competition, 

MR, FRAWLEY: The competition must be actual and 


compelling, If [ Say it twice it won't be too many times, 
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You will find what we say if you will turn to page H-6, Dr, 
Innis has asked me about the meaning we are going to give to 
"actual and compelling", I said a moment ago I would come to 
it. I think I mictt as well come to it now, 
THE CHAIRMAN; Where is a 
MR. FRAWLEY: H-6, This is what we say about the 
words "actual and compelling", 
' The Phrase ! actual ana compelling competition! 
4S used by Alberta in its Submission, refers to « 
competitive situation which is real and not imaginary. 
Actual competition exists when there is a competitive 
movement or when there igs a reasonable likelihood of 
Such movement ‘f an adjustment in rates is not made 
to forestall it," 

Mr, Harries also Said: 

" It 1s not the intention of Alberta to propose a 
Stricter rule than that applicable in the United 
States, nor on the other hand to approve language 
which would permit long and short haul discrimination 
that rests on purely fanciful claims of competition 
that might conceivably exist ‘n the future " 

As to your question about this, the explanation was given 
in the section dealing with the long and short haul but we 
must do precisely the same because we uSe the same expression, 

"actual and compelling", 
COMMISSIONER ANGUS: Do you distinguish between 
"meeting" competition ana "forestalling" competition? 
MR. FRAWLEY: Well, I think not, sir, I will stand 
On what is saig there, 
"Actual competition exists when there is a competitive 
movement "~~ 


That is one, 
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"such movement if an adjustment in rates is not made 

to forestall it", 

COMMISSIONER ANGUS: As I see it there are three diff. 
erent things, One is to meet Competition: that is Charging 
the same rate as igs being charged by somebody else, 

MR. FRAWLEY: Yes, 

COMMISSIONER ANGUS: The second is to forestall it 
by putting in such a low rate that the competition will never 
arise, and the third is to try to eliminate it by putting in 
Such a low rate that the competitor cannot compete. Does your 
word "meet" in this section Say exactly what you want it to say? 

MR. FRAWLEY: May I just consult? My attention is 
called to the concluding phrase in Subsection 2 of 332, if you 
will be good enough to look at that, 

THE CHAIRMAN: As it is now? 

MR. FRAWLEY: No, on page G-6, my addition to 552%, 
my subsection, There you will see that the Board must see 
that the competitive tolls are no lower than necessary to meet 
actual and compelling competition, and that Suchtolls more 
than cover the additional costs of the movement to which they 
apply. 

So long as they do that, sir, then whether they are low 
enough to destroy it or low enough to forestall it or just to 
meet it in my respectul Submission does not matter. 

COMMISSIONER ANGUS: Ag long as they are compensatory 
they may be designed to eliminate competition by going below it? 

MR. FRAWLEY; I would have to Say yes, that is right, 
mat, 

COMMISSIONER INNIS: Then your whole point is covered 
Simply by the part beginning, "and that such tolls more than 


Cover the additional costs", You could leave . + out "that the 


Competitive tolls are no lower than necessary to meet actual 


and compelling competition". 
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MR. FRAWLEY. Well, they might be unnecessary later, 
sir, 1 think there Should be some Supervision by the Board 
to see that they are not unnecessary later, 

THE CHAIRMAN: Once they are compensatory you think 
even that is not enough, They may not be sufficiently compen- 
Satory. 

MR, FRAWLEY: If they were compensatory and the 
Board thought they coulg get more revenue and still maintain 
their proper share of the traffic then from the Standpoint 
of getting more revenue the Board Should have some function 
to require them to get more revenue if it were there, but that 
is a situation that I do not think __ 

THE CHAIRMAN: Wouldn't the railway be alive to get 
all the revenue it could? 

MR, FRAWLEY: That .is what.I wes going to say, 

THE CHAIRMAN: The point raised by Dr, Innis is a 
very live one, You say two things, You say the Board 
must be satisfied that the competitive tolls are no lower than 
necessary to meet actual and compelling competition, That is 
One thing. Then you go on and say: 

"=- and that such tolls more than cover the addition- 

al costs of the movement to which they apply", 
That is the Second thing. You would have the Board keep a 
constant Supervision over both, 

MR. FRAWLEY: [I think the two must be read together, 
Sir. I do not think they are completely exclusive, 

COMMISSIONER ANGUS: Here is an example. Suppose 
thet a competitor is charging 10 cents. The lowest rate 
that would be compensatory is 7 cents, The competitive rate 
that is put in is 10 cents. That is no lower than is necessary 
to meet Competition. Suppose a rate of 8 cents is put in, 


That is still compensatory but is it lower than is necessary 


to meet compet**ion? It may be said it is put in there to 


ae 5 lo ee Mr. Frawley 


eliminate competition, not to get a fair share of the traffic 
but to get all the GRETIIA, wits your language designed to impose 
a duty on the Boarg to look into that sort of Situation? 

MR. FRAWLEY: I think I would say that, yes, sir; I 
think the Boarg Should study that. They should be aware there 
is a rate there of just the kina you have described, [It might 
be 10 cents and then they have gone to 8. I think they have an 
Obligation to be aware of all these Circumstances, 

COMMISSIONER ANGUS: But if the 8 cent rate is lower 
than is necessary to meet competition it is designed to elim- 
inate competition, and does that mean they must disallow it 
or can they tolerate ito . 

MR. FRAWLEY: It seems to me that the railways must 
be given latitude there, 

THE CHAIRMAN: T think you told us a while ago 
that you did not care whether a rate €liminated or met competit- 
fon so long as it was compensatory. You told us that? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: Are you rejecting that now? 

MR. FRAWLEY: There is an over-all desire on our part 
to See that as much revenue is received from competitive rates 
&@8 possible, and I must say that there would be a duty on the 

Board to see whether or not that revenue was earned, whether 
Pevenue might be received which was not. I agree with what 
your lordship said that it would not be a very practical thing - 
THE CHAIRMAN: If you leave your language as it is you 
compel the Board to do this, You say it shall be the duty 
of the Board, to See that competitive rates are no lower than 
necessary to meet actual -- you use the word "meet" ~~ ana 
compelling competition, You woulda compel the Board to see 
shat the railways were not doing any more than actually meeting 


-Ompetition, whatever that may mean. You would have to define 
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it, I think, Then again you ada: 

"-- and that such tolls more than cover the 

additional costs of the movement to which they 

apply", | 
It seems to me according to the way in which you first 
expressed your intention that competition would be met 
if “you Simply said that the Board shall see to it that 
these rates shall in - every case cover additional 
costs of the movement to which they applied, Is that what 
you want? You see by the draft you want two things, 

MR. FRAWLEY: Yes, because I thought that the one 
dovetailed into the Other, 

THE CHAIRMAN: They are different, Ins given 
case, as Dr. Angus has put it, the rate fixed by the rail- 
way may cover the additional costs of that movement 
and still pe lowerthan necessary to meet competition, 

MR. FRAWLEY: That is right, and if it were, my 
lord, then I think that the Board has a further responsibil- 
ity to see that that revenue which has been Lost, Obviously, 
is received, 

COMMISSIONER INNIS: Are you not assuming that the 
railways are unusually stupid? 

MR. FRAWLEY: I think the stupidity varies, I think 
in some places they use competitive strength more agressive. 
ly than in Other places, 

THE CHAIRMAN: Are you abandoning the position 
you first took, perhaps too hurriedly? You first said 
you were quite willing to have the railways fix rates low 
enough to eliminate competition, Are you Changing your 
attitude there now? 

MR. FRAWLEY: So long as that rate more than 
Covered the additional costs of the movement to which it 


applied I should Hoc. 
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THE CHAIRMAN: Then you are not changing your 
Section? Your Section says two things, not only that it 
Should cover additional costs but that it ig not lower than 
necessary to meet actual competition. You see it might 
cover the additional costs but still be so low as to 
€liminate all competition, more than needed, Then 
according to your Present draft the Board would have to 
disallow it, 

MR. FRAWLEY: If there was such a Situation, 
and by increasing that rate the traffic could be held 
then I would think the rate should be increased, 

THE CHAIRMAN: Then you are not in favour of 
€limination, That is, you are against tariffs so low 
that they will eliminate competition ? It is one or the 
Other, 

MR, FRAWLEY: fT quite agree it is my problem, 
Sn Lt is certainly a very complex sort of thing You 
have to try to reconcile the two, 

THE CHAIRMAN: You may want to look into it ana 
let us know. 

COMMISSIONER INNIS: Is there not another problem, 
that of Placing a heavy responsibility on the Board in 
the matter of looking into the Prospects of competition 
from other sources? I do not mean that you would 
necessarily be adding unduly to the burdens of the Board 
but you could ask whether water competition or truck 
competition ie apt to develop with such and Such 4 rate, 
It seems to me they would have to take that into account, 

MR, FRAWLEY: [ think probably the Board ts 
inquiries and the Board's supervision shoulda not stop short 
of that. I think they must examine into all these things, 
and I think they are not doing that now. 

COMMISSIONER INNIS: I woulda agree, 
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MR. FRAWLEY: When you say "burden", at the 
moment with every respect to the Board I think they 
are doing little or nothing about competitive rates, 


THE CHAIRMAN: In any event, I think you will agree 


that this is in the amendment, but theprinciples of the 


act must clarify and not obscure, 


MR. FRAWLEY: Yes, my lord, 


(Page 21960 follows ) 
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At the present time the Board is concerned with 


competitive rates only et the time of the filing of the rate, 


AS we pointed out at Pege 11152 of volume 58, the Bosrd's 


tariff circuler no. 1, rule 17 (1) provides for certain 


information to be furnished the Board along with the ben AaE Vex 


advice, Generally Speaking, this is the extent of the Board's 


interest in competitive rates, unless 5 complaint of unjust 


discrimination is raised. This is an inadequate procedure 


to deal with the many questions related to competitive rates 


thet arise after the rates have been put in effect. Our new 


Subsection (2) of Section 332 confers 2a continuing responsibilit 


on the Board,.a Pesponsibllity which it can now be said to 


possess only by implication from the very br ad general 


powers conferred upon it in the Act, but which the Board 


itself has almost 


eossistently disavowed LYN GS 
judgments, 


THE CHAIRMAN: 


particuler 
Before you get to your amendment, you 


told us 9 moment 8280 about evidence given, for instance, by 


Mir. Coyne, 


MR. FRAWLEY: Yes, 


THE CHAIRMAN: Has the Board itself 
or through its officials, 


» either personally 


dealt with the question as to its 


ability to control these rates in the way you suggest? I mean, 


having regard to the time required ond the amount of Study 


you 


required? The continuous examinetion which/would impose 


upon them might be Excessive. I do not know, What hag the Board 


Said about that, or has it Seid anything? Has it Seid anything, 


to your knowledge? You have been there, 

MR. FRAWLEY: Lees Mmverlordey lat rely upon what the 
Boerd said in the last judgment in which they talked about 
right of the railway to put in rates to meet competition 
or to leave the competition elone as they saw fit. 

THE CHAIRMAN: What I mean is this. You would im- 


pose upon the Board 93 new duty in respect of these competitive 


rates, 
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MR. FRAWLEY: Yes. 

THE CHAIRMAN: Ts the eccomplishment of the duty 
physically possible? 

MR. FRAWLEY: f certainly think it is, It may not 
be with the present Steff, This may be putting duties upon 
them which they moy not be able to discharge with the staff 
they have. That raises the some large question as to whether 
or not there is -- 

THE CHAIRMAN: Have we not been told that there are 
very many of these rates and that they ere changedfrom time 
to time ? Notwithstanding ell that, you think it is competent 
to the Board to Corry on this constant Supervision, es to the 
elimination of increases and go on? 

MR. FRAWLEY: Yee, my lords; end I have gone the 
teneth. of Suggesting that each competitive rate get prior 

approval, 

THE CHAIRMAN: Which means in each case exsminsation 
es to what the competition is and whether the present rate 
meets it or does not meet it or whether it E0es too far and 
extinguishes it. I should like to know if you have considered 

Peunat, 

MR. FRAWLEY: Yes, my lord. There is Somethire in 
mere on it, Perhaps when I have ssid all I have to say, it 
may become more Clear. J: have two or three more pages on 
Competitive rates, 

THE CHAIRMAN: ALL pieng, 

MR. FRAWLEY: [I might stop long enough to say that 
| ou Will ee Ga 2), ie Mr. Coyne said that the Board certainly 
MEG not do this “deeming end decloring", which your lordship 
Called to my attention a few moments ago - deem or declare 
that these two points were competitivepaints and so on, Mr. 
Coyne said, "We just did not do that." Whether Mr. Frawley 
is right or wrong about it, he did not say. But the Boord 
does not do that, 
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! 


The provision in our Ce SUD SB ae CCN ay Lot abd tae 


332 which Yesas 2s follows: 


the 
"to satisfy itself that competitive tolls sre no 


lower then necessary for ee end compelling com- 


petition! —. 


THE CHAIRMAN: You Stop at "meet" not to 


extinguish opr eliminate, Yoy Say thet you would provide 
that the Board must satisfy itself that the competitive tolls 
ere no lower than necessary to meet ectusl and compelling 


competition, 


MR, FRAWLEY: Your lordship wiil sec thet I go on 
to explain that, That is,es I quoted those words, 
follow that -- 


ny immediately 


THE CHAIRMAN; Pardon me a momenty you are just 


quoting part’ of what you have already been Peg yew wad 


right, go on, 

MR. FRAWLEY: Vers well . 

The purpose of those words is to direct the Board to 
see that the competitive rates sre kept up to date and 
responsive to changing conditions. The railways draw their 
revenues from wide oreas geographically. Some of these sreas 
are areas of intense competition from other trensportation 
eeencies, Consequently there is always a possibility thot 
the railways may keep competitive rates lower than necessary 
especially during periods of rising costg.. recouping themselves 
Out of non-competitive CPrerr ic. 


£29 not envisage, nor does our amendment require, 


8nY minute and daily examination of each and every com- 


betitive rate, fT refer to the transcript at page 11544, 
Volume 60, 


THE CHAIRMAN: Yes. But you heave got to be careful, 


The courts later on will not read the Act in the light of what 


| 


| 


you have said here, They will read the Act as it is. You say 
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"continuous examination of", 
MR. FRAWLEY: Yes, continuous examination of com- 


petitive rates in General. If there is to be any examination, 


I think one coulda use only the word " 
difficulty, 


continuous", That 4s the 


If you just had 3 Sporadic ond periodic examina- 
tion, that would not Suffice ,in my respectful Submission, 


The emendment requires only that the Board remain 


in closest touch with the competitive Situation; and Dyschst 


I meen the competitive Situation Senerally, 


Through its knowledge of Seneral conditions ond 


of railway Operating and traffic conditions, Supplemented by 


Sempling or by the testing of p 
the 


articular competitive rates, 
Board must Satisfy itself that competitive rates do not 


trensgress the requirements of the Sub-section, 


THE CHAIRMAN: You are Saying there in 5 general 


wey "competitive rates". In reality do you not mean each 


Single separate competitive rate? Because you cannot classify 


them 911 and Sey, "The Boord must Say that generally the com- 


petitive rates - and there may be many hundreds of them; I do 


not know - do HOG tp 
Do you mean that, or do you not mean rather, by the wording of 


your emendment, that each Separate competitive rate must be 


under constant supervision to make sure that it complies 


with certsin conditions? 
MR. FRAWLEY: Yes. 


THE CHAIRMAN: That it ismt lower then necessary to 


meet competition and that it more than covers the cost, 


MR. FRAWLEY: ft is really the principles which are 
laid down, 
THE CHAIRMAN: Some rates may and some may not, 


MR. FRAWLEY: That 18 PLent., pts really the 
which 


Principles ane T laid down. The actual working out of the 
WOULASES TT £6 


day-to-day proceedings the Board in the matter of making 


- Some regulations, m 


oking some rules of form, Something that 


ensgress the requirements of the Sub-section," 


ets 


5 


22 
ca 


wel? 


_ 


-21964- Mr. Frawley 


would keep the Board in touch with the competitive situation, 


which it is not now, in my submission,which: sppears from their 
whole attitude, They say, justifiably in their own minds, 
that they sre not much concerned ebout it. This wou seek 
to make them more concerned: but I would hope not to impose 
@ task upon them which they could not discharge, 

THE CHAIRMAN: Tf your language is edopted, 


Parliament would be imposing a task upon them which would be 


pretuy Nerd to/Pulriii. 

MR. FRAWLEY: Your lorship was looking closely at 
Section 320 and 329 (4), the one that I discussed with Mr. 
Coyne. Parliament has now Said to this Board that 
they must deem or declare @ point or points to be competitive 
points not subject to the long haul rate, 

THE CHAIRMAN: That is whet it says. 

MR. FRAWLEY: Thet is in connection with every 
competitive rete, As TI recall it, Mr. Coyne said, "We are 
not doing that." He does not Say whether they ere right or 
wrong in not doing it. 

THE CHAIRMAN: Surely you do not went us to put into 
whe statute enything that you do not expect them to do, 

MR. FRAWLEY: That is quite right. Trst is why I 
want to eliminate that, They ere not doing that. So let us 
take it out 0911 together, 


THE CHAIRMAN: You sare putting in something else. 
-- and 


You go on and sey/here again you compromise- you must not 

as being 
take the language here/as stringent es it is expressed. I am 
pointing out that your language is very stringent,because it 
would make it so that the Boar would have to take each com- 
petitive rate and make sure at all times it covers its cost 
and is no lower thon necessary to meet the ectual competition, 


It might vary from week to week, The truckers may bring their 


ut 
rates down or/their rates up. I do not know whet may hoppen, 
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especially where in » Breet part of the country those rates 
are not controlled by anybody, 

MR. FRAWLEY: But, my Avenel oli hi you begin with the 
Proposition that there should be some king of supervision 
by the Board, some consideration, on the essumption there is 
none st aly now, you would heve to use the word "continuous", 
I do not think A 2 Pale ih: Maes frightening word, with all PO SPeCGey it 
must be "continuous" because if you uge eny other word, the 
thing would defeat itself, 

THE CHAIRMAN: Teese lt iio. Ff quite agree that it 
iS possible to establish 4 continuous review end examination 
of competitive rates; but that depends on how far you wish 
the Board to S0,6r how far you would compel the Board to ZO. 
You would compel them in every case to Satisfy themselves thot 
mhe tolls are no lower than necessary to meet actual competition 
and I suggest thot "actual" this week may be very different 
from "actual" next week, 


MR, FRAWLEY: Yes, my lord, But we have defined 
that. 

THE CHAIRMAN: / "40°00. actual and compelling 
competition", 

MR, FRAWLEY : We have definea that phrase in our 

eS meaning 

Submission,/that it is competition that is either there now 
Prewhere there is 3 reasonable likelihood ofits being there, 

THE CHAIRMAN: But it may not continue to be the 
some competition, 

MR. FRAWLEY: fI quite agree, 

THE CHAIRMAN: These uncontrolled rates may go 
Up or down; oandq then you would have the Board following 
8ll the time to See if there is 9 margin between the railwoy 
end the trucker? 

MR. FRAWLEY: That is true. It might be truck 


Competition one doy and water competition snother SE at ae 


- 
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not an casy tesk, my lord, 

THE CHAIRMAN; Truck Competition itself might vary 
Breatuly. 

MR. FRAWLEY: That is Pen 

THE CHAIRMAN: Gir ais uncontrolled in lerge areas, 

MR. FRAWLEY: 1 am Sure, my lord, that it is not 
necessary for me to impress the Commissioners with the impor- 
tance of this matter, The importence of rey. ee whet I said 
on Friday, about the crisis that has been reached, There 
must not be a continustion of Competitive rates at the expense 
of the non-competitive srea, Something must be done, 

THE CHAIRMAN: [t may be so important thet competitive 
rates should be dissllowed Cntively., odo not know. 

MR. FRAWLEY: No, 

THE CHAIRMAN: But if you ore S0ing to set up 
machinery for allowing them to be created, and then to control 
them, it must be reasonable machinery, 

MR. FRAWLEY: PrstiTLS qibte SO; it must be reasonable, 
I must not advence anything thet is not reasonable; and I do 
not think that TI am advancing anything that isnot reasonable, 
I certeainly hope I am not. 

THE CHAIRMAN: You are not in your language, when 
you speak to us, But whet I am concerned about is with the 
meaning of your emendment, 

MR. FRAWLEY: That is true. Your lordship has had 
years of experience with Statutes, 

THE CHAIRMAN: I am pointing out that you cannot 
Sey in your emendment "the Board must do this" and then tell 
US thet it does not mean that. 

MR. FRAWLEY: You are quite right, my lord, The 
Courts afterwards would not cere one straw whet I seid when 
I wes making my Submission here. It is whet Parliament 


Would ssy in the Statute thet would govern. That is quite right, 
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COMMISSIONER ANGUS: Mr, Frawley, I think Since 
you prepsred your Origine! brief, we have head evidence from 
Mr. Foirweather that itis Possible to Satisfy yourself that 
truck competitive rates ere always compensatory because they 
apply only to high value traffie and the rates imposed must 
elways be above the system average. Do you disogree with 
that evidence? 

MR. FRAWLEY: No. It is not that I disagree 
with it. But fr do not know how long that Situation may 


continue, Mr, Foirwesather Said, " We are unable to use our 


competitive Strength." That is one of the things Mr, Fairweather 


Said that impressed me. It seemed to suggest, "If we could 
S0 after the highway competition we could really eliminate gle 
But we cannot do thet. We would have to do it at the expense 
of other sections of the railway ond we cannot do it," 

SOUMUE SCONE Mam Tis may hays Seid that, But ae 7 
understood him, he could do it without charging rates which 
were individuslly Compensatory. He said these are rates such 
aaa Still cover our costs and go right under the trucks 
on distences over 100 miles end that sort of thing. There is 
Nothing in your emendment, as you interpreted it, that would 
Stop that, 

MR. FRAWLEY: Noles ff 4% Soomponeat oe 

COMMISSIONER SUGUSS. If that ts shi the Bosrd has 
to do in Connection with truck competitive rates, satisfy 
themselves that they sre not below the compensatory level 
end in view of Mr. Fairweether, with his experience, saying 


they must all be above thet, then that is 3 duty thet is very 


fasily performed without e very expensive staff, 


(poge 21970 follows) 
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MR FRAWLEY: [ certainly dia not think that this was 
going to impose an impossible duty upon the Board. 
COMMISSIONER ANGUS: TI am Suggesting it is 


imposing an extremely easy one. Mr. Frawley, could you 


in this matter? fT mean, how great is the thrust, in your 
Opinion, on non-competitive rates that results from 
competitive rates ‘not being Supervised by the Board in 
the way YOu suggest? Tg ESF appreciable? [gs it one per 
cent, two ber cent, ten ber cent of the non-competitive 
rates? 

MR FRAWLEY: Oh, well, I think, Sir, that 46 ¢e 


impossible to estimate. 


COMMISSIONER aNaus: Well Veit ttegourcom ine 
Substantial? 

MR FRAWLEY: Well, you See, when we try to fing 
a2 rate which ig non-compensatory, there are no Studies, 
there ig nothing to indicate how many of these rates are 
compensatory opr Otherwise. 

COMMISSIONER ANGUS; Except Mr, Fairweather's 
evidence, My point is this: if the amount in issue is not 
Substantial, is a mere theoretical Possibility that there 
may be a loss at that point Something that justifies 
administrative machinery of the character proposed? 

MR FRAWLEY: Oh, well, we think certainly that 
ae 5. an important Hatten. sir). 7 could never agree that it 
is not an important matter, because there is a feeling in 
the non-competitive area that there is too much latitude in 
the making of these rates, and that they are doing it at 
the €xpense of the non-competitive area. 

COMMISSIONER ANGUS: Well, how much is the 


expense? T am told that the competitive rates in the 
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aggregate amount to $35 million on the Canadian Pacific. 


MR FRAWLEY: Yes, that is it. 


COMMISSIONER ANGUS: And 16 per cent of the 
freight on the other. Now 


low -- and there WaS not very much about that and with 
their complete abolition if they are not compensatory, go 
that the railways will lose the traffic altogether, Now, 


what reffect would those changes have on the net earnings 
Of the railway? Would that be a Substantial affaip? 

MR FRAWLEY: Well, I do not know, sir. What 
impresses me ig the implication contained in the faotrghat 


they are not Now able, ag things are at the present, to 


make any further increases in competitive rates. There is 


one now; there will be a very good--- 


THE CHAIRMAN: You say they are not now able to 
make any further increases, 
MR FRAWLEY: In competitive rates. 
THE CHAIRMAN: inathat they would lose the 
traffic if they did. 
MR FRAWLEY; [ Suppose that is the reason, sir. 
There ig a matter pending now. The Board has been asked 
to increase the last judgment by 4 per cent. Now, from all 
the evidence that was presented to the BoardjielT widd say 
to the Commission -- of course, I am subject to correction, 
but I will Say to the Commission -- that if another 4 per 
cent is granted by the Board -- Within a matter of days 
now the judgment will be coming down, I imagine -- [ say 
to the Commission that no part of that extra 4 per cent 
Will be put on competitive rates. 
COMMISSIONER ANGUS: As I understand it, Mr, 
Frawley, it means that the railways say, "We cannot 


increase our net revenues by raising our truck competitive 
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rates." Now you say they can increase their net revenues 
by raising their truck competitive rates. My question is, 
how much? What is the order of magnitude? I do not want 

an exact estimate, but ie the difference there a theoretical 
one, or is it a big practical difference between your 
estimate and the railways! estimate? 

MR FRAWLEY: Well, Dr. Angus, it is impossible 
for me to Eive you any precise answer, or of course [ 
would immediately. But I do think that the importance of 
it dollarwise Surely becomes evident when you pursue the 
4 per cent I am just Speaking of and that should become 
20 per cent, Now, without Saying again what I said before 
Po OME te germane to the point, ‘dollarwise, the 
importance of it -_ Suppose that out of the new wage bill 
that is being presented to the Government of Canada, to 
the railways and to the Government of Canada, there Should 
come a 20 per cent increase ( and I think that igs probably 
not too large a figure), and if none of that could go on 
the competitive traffic, and Still the money had to be 
realized, the millions of dollars had to be reali Zedicu be - 
Cause it is an order or the Board, then that would have to 
come from non-competitive traffic. 

COMMISSIONER ANGUS: As I understand LG) Mr 
Frawley, you do not really want it to S0 on the competitive 
traffic. What you are saying is this, as I understand it, 
that it is not very important that the railway may charge 
too little; what is important is that its rate must be com- 
bensatory, Now, if the permission is given to increase, 
and the effect of an increase would be to bump against this 
compensatory level, what you want is that the railways 
Should forego the traffic altogether rather than sustain a 
loss on it, 


MR FRAWLEY: No. 


2 
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COMMISSIONER ANGUS; Well, that is the effect 
of the compensatory side Of your argument. 
MR FRAWLEY: we Say that it is no lower 


than necessary to meet---_ 


COMMISSIONER ANGUS: No lower than necessary to 
meet competition. 

MR FRAWLEY: TO meet competition. 

COMMISSIONER ANGUS: But I understood a few 
minutes ago that you thought that waS much the legs 
important of the two rules, that yOu were very much 
frightened of the railways losing revenue by charging 

very low rates, and when I gave you the example of the 
ten cents ang the eight cents you seemed to say that did 
not matter, ag long as the rate was compensatory. 

MR FRAWLEY: OR NO 647 must say to that, sir, 
that if it could be demonstrated to the Supervising Board 
that eight cents would be aS good, as far ag holding the 
traffic ig concerned, as e=Vvene cents) 14 should be eilent, 
in fairness to the non-competitive area; surely it should 
Pe eight. thinking of revenue, sir. . certainly would 
not be content that it shoulda remain at seven. 

THE CHAIRMAN: Why would the rallway, if it can 
earn eight, confine itself to earning seven? 

MR FRAWLEY: Oh, I do not think they would, sir; 
but I was answering Dr, Angus! question, which may be a 
real Circumstance, 

THE CHAIRMAN: But you must think they are 
doing that today; you apparently do think that they are 
doing that today. 

MR FRAWLEY: [ think there is a danger of Les 
Sir; I must Say that; otherwise, wherein lies the problem? 

THE CHAIRMAN: Generally Speaking, must not that 


underlie your complaint and your Seeking for amendments? 
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MR FRAWLEY: Yes, ee reey 

THE CHAIRMAN: yoy have a feeling today that 
the railways might make more money in these competitive 
areas than they are now making; that is, they might in- 
crease these rates and Still get the traffic. Isn't that 
what you are Saying? 

MR FRAWLEY; That is right; and I want to have 
somebody there, some third party in addition to the rail- 
Ways, to see that they do. 

THE CHAIRMAN: Then I would Say in the first 


place, if the railways might make more money in these 


competitive areas, why don't BOW Os dito I mean, without 
losing the CVArr tiem not only make more money on wheat 
but on everything -- then they might carry on and make more 


money continually. Why don't they do it? 

MR FRAWLEY: f am not charging that they do not. 

THE CHAIRMAN: Yes, you are. You want to make 
Sure by law that their rates Shall not be lower than 
necessary to meet competition. 

MR FRAWLEY: Well any lord, we have gone 
through a Series of rate cases where we have examined the 
degree of burden placed upon the competitive and the non- 
competitive traffic. Those are the things that are alarming 
to us, because we feel that we are the people who can 
always take the increase, and that the competitive rates do 
not. So I am concerned with two reasons, two situations 
mares }-.T want the competitive rates to be as high and as 
remunerative ag they can, but now I have a new, fresh con- 
cern, and a very serious one, that, because of situations 
Over which the railways have no control, those competitive 
rates have now reached the point where the railways cannot 
increase them, and 4t may be so. 


THE CHATIRMAN: And then what? 
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MR FRAWLEY: Then they have an order, they 


have a rate increase, 


they have an order to go and get 
$25 million. 


That is the effect of the Order "s- 
get $25 million." 


"Go and 


They cannot get any part of it from 


the competitive rates __ I mean, if you assume that with 


me, Sir. Then we Pey all of ty. 


THE CHATRMAN: Then what would you do now? We 


are talking of competitive rates. What would you do to 
meet that crisis? 
MR FRAWLEY: 


ers t37 Sky ged 


We may not be able to meet that 
but we do want the Board t 
there is a Crisis, 


here to see that 


to be there intelligently supervising 


that thing, and then, after the railways have Saray Wer] 


now, we: ‘have Supervised it, we have ke 


continuous Watch on it 


pt as close, 


as we can," to Say, "We are satis- 


fied that the railways are doing 417 they can. They 


cannot increase these Competitive rates any more." Then TI 


Say that is the Stage that has been reached that is a very 


Serious matter for Western Canada. 


THE CHAIRMAN: Then what? 


MR FRAWLEY: Then, as I have Submitted to this 


Commission, Parliament must come in. 


THE CHAIRMAN: That is where your subsidy comes in. 


MR FRAWLEY: It is called a Subsidy. 
shy about calling ‘it a subsidy. 


I am not 


Loe 2s really aid to the 


railways to recompense them for circumstances over which 


they have no control. I want to make that quite clear;:. my 
lord, that it 1snotea Subsidy in the ordinary sense of the 


word. Thege railways must Bo to Parliament rather than go 


to Western Canada to get their further increase in rates. 


THE CHAIRMAN: TI think we are concerned just now 


with the Practical working out by the Board of what you 


make it theinp duty to do under the amendments--- 
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MR FRAWLEY: That is right, sir; and it is 


exceedingly difficult to envisage every consequence of 


Giving the Boarg these extra Statutory Obligations. [t 
| eee ane PS Bhio tte sa pity noe ie just a simple 
| thing; but Something must be done, sir. 

THE CHAIRMAN: I see; but your statute -- [I 
mean, there you have LEE You Say it shall be the duty of 
the Board to maintain such continuous examination of the 
competitive tariffs, each one of them, as to Satisfy 
itself that these competitive tolls, first, are no lower 
than necessary to meet actual and compelling competition. 

| pe eRe AND thi nkethatlta Paty, 

THE CHAIRMAN: ‘That 1s one instance; and, 
secondly, that such tolls more than cover the additional 
cost of the movement to which they apply. 

| MR FRAWLEY: Well, to see that they are reason- 
ably compensatory. [t seems to me that those are not too 
difficult, 

THE CHAIRMAN: The Board must see that these 
tolls exactly meet competition. 

MR FRAWLEY: Well, that they are no lower than 
necessary to meet, “siip, 

THE CHAIRMAN: That they must not eliminate it. 
They might make a lot more money by eliminating it, but you 


Say no. 


MR FRAWLEY: There may be occasional circumstances 
where if they were eliminated--- 

THE CHAIRMAN: Well, we cannot have occasional 
Circumstances Coming into an Act that does not provide for 
them. yoy are saying you are not providing for exceptional 
Circumstances at ally. “You Say that each one of these tolls 


must be kept by the Board no lower than necessary to meet 


actual anq Compelling ecompetition. You Say that. 
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MR FRAWLEY: Yes, my lord, 

THE CHAIRMAN: you Stand by that? 

MR FRAWLEY: Well, your lordship Suggested a 
moment ago that I might HSCOURLIG p50 aT om not endeavour- 
ing to minimize the difficulty. Lo SUG aon exceedingly 
difficult matter. I am “trying to do something, sir, 
that never has been done before, “We have just had laissez 
faire for forty years, and now I am endeavouringto impose 
Some duties on the Board, and of course it igs di fiieouLt. 
but I think we can work Something out. [ think we can 
bring about the Objective T see, and that Suitable 
language can be contrived. I am certainly concerned with 
the principle, but if I just had the Principle and dia not 
have the courage to put it in a statute it would be 
reasonably easy; but T put it in the Statute, and of 
course I have got to justify my words, 

THE CHAIRMAN: Well, I think there is qa great 
margin of difference between what you tell us you want 
and what you put in the statute. 

MR FRAWLEY: There must not be, my lord; I quite 
agree, there must not be, so I endeavour to see tele ees A} 
get the argument that I have put to you, to see that the 
words I have used Will coincide. 

COMMISSIONER ANGUS: Mr. Frawley, I hope our 
C nadian Pacific friends Will excuse me for using blunt 
language, but as I understand it you say that the yardstick 
railway has $35 million worth of competitive traffic, and 
that they are SO inefficiently managed that they lose a 
OL of money by charging too high rates on part of it and 
too low rates on another part -- that is to Say, that the 
rates are on part so low that they are not compensatory and 
the traffic ig being carried at a loss and in other cases 


it is a question of meeting competition. Now, are you 


-21978- Mr. Frawley 


really Suggesting that there igs a Sufficient danger of 
incompetent management as to argue that the Board ought 
to protect that railway against itself by taking these 


measures, seeing that it does not lose money by making 


MR FRAWLEY; WELLE OP course, I do not Say that 
the Canadian Pacific’ 1s inefficiently managed at all, sir, 
I say it not at add vin any sense or degree. I think it 
1S a most efficiently managed railway, of COUrSe ,“DUbTT 
Say that they have reached a stage now where, due to the 
intensity of this competition, the efficiency of the 
motor highway transport in Kastern Canadas itive they cannot 
get any more money out of that area. Now, to say that 
they are Coming to my area to get it -- well, that is 
inevitable; that is just the necessary consequence: 

THE CHAIRMAN: Now you are on totally different 
ground. 


MR FRAWLEY: Oh, yes. 


MR FRAWLEY; Continuing, my lord, on page G-9; 

Had such a duty Originally been placed upon the 
Board by the Railway Act, many of the anomalies in the rate 
Structure which have been presented to this Commission 
would undoubtedly have been disposed of - either at the 
time of the General Rate Investigation in 1927 or even 
Carlier. At that time the lower levels of many rates, f*or 
example, the Eastern standard class rates and the Town 
Tariffs, were Successfully defended by the railways, merely 


by reference to their competitive Origin, and left intact 
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by the Board, The mere mention: of competition appeared 


to be Sufficient to tie the Board's hands. Thus, in the 


21% Case Judgment of Une usta Cola ee ee ar eae? R. 1) we find the 


Board relying upon Statements about competition in 

Eastern Canada made in the Western Rates Case 1914 (ip 5a 
of separately printed judgment) . However, this prop that 
the Board relied upon as recently as April 1948 was 
Suddenly removed by the railways in July of the same 


year, when they announced their intention to equalize 


THE CHAIRMAN: Please tell me this: What com- 
petitive conditions in Eastern Canada were advanced in 
19149 Were they trucks? 

MR FRAWLEY: The American railroads principally, 


The recent Seneral increases applied for by the 
railways have also illustrated the need--- 

THE CHAIRMAN: Pardon me a moment. Does that 
competition exist Sir today in any way? 

MR FRAWLEY: The American rates now, Sint. nave 
Gone above the Canadian rate level], and that seems to have 
effectively eliminated that. 

MR EVANS: Water competition too, largely. 

MR FRAWLEY: The recent general increases applied 
for by the Matiweye: have. also 1lluatrated .the need for the 
Board Elving closer attention to competitive rate levels, 
rather than leaving competitive rate levels Solely at the 
discretion of the railways. Much has been said by the 
Pallways of the extent to which competitive rates have been 
increased in peCenteyeanrs....ihat ts. ithe Situation? Non- 


Competitive rates have received Successive increases of 
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21% and then 164%. Competitive rates have received general 
increases of 21% and 15%. Specific competitive rates 
have received both more and less than these general 
increases, while & number have been cancelled.,,; Neverthe - 
less, the Great bulk of competitive rates have received 
approximately the Same percentage increases as non- 
competitive rates. We must remember that before the 
recent increases Competitive rates were considerably lower 
than non-competitive rates. The Over-all effect of the 
bercentage increases has been at best to maintain the 
reletive differences between the two Classes of rates. 
The gap between competitive and non-competitive rates has 
not been closed by the increases of the last two YOoRs were 
anything, it is wider. (See Exhibit 208) There is a 
fundamental heed to maintain a proper relationship between 
competitive and non-competitive rates. This Should be a 
Clear responsibility of the Board. Our amendment 
endeavours to assure that. 

THE CHAIRMAN: How could the Zap between competi- 
tive and non-competitive rates be closed? 

MR FRAWLEY: How could it be closed? 

THE CHAIRMAN: You say the Eap between competitive 
and non-competitive rates has not been closed. 

MR FRAWLEY: Has not been closed, no, my lord. 

THE CHAIRMAN: Well, how could it be closed? 

MR FRAWLEY: Well, it could not be closed unless 
the Competitive rates were very materially increased. 

THE CHAIRMAN: Yes, but you seem to complain be- 
Cause it ig not closed, You Say the gap between competitive 
and non-competitive rates has not been closed. 

MR FRAWLEY; Fesuemyslord. Adds p wen say to that 
18 ‘that we want to be assured by this supervision by the 


Board that the Gap is not any larger than it should be. 
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COMMISSIONER INNIS: you really mean narrowed, 
not closed, 
THE CHAIRMAN: You mean narrowed, I Suess, don't 
you, when you say closed? 
MR FRAWLEY: Yes, my lord, p 
THE CHAIRMAN: Because once you close the Bap 
there ~are no Competitive rates. 
MR FRAWLEY: Now I bass, my lord, to a discussion 
or the long and short haul rule . I have set out at the 
beginning of this Statement, at the top of bage H-1, the 
references in the transcript to the text of the brief, to 
the evidence in chief and to the Cross-examination, and 
also to the amendment to the Roilway Act, which ig found at 
Page 20007 of volume 10c. 
The text of the brtef is to be found at Volume 
C1 ee 11709 to 11871. 
The Evidence-in-Chier: 
Harries, Vol. BOs Do ekrailor eo 11651 
Oe OL! ty, 11075: to Lier 
WOR Ol, 1. £2096 +6 12052 and 
Loecklin, Voi. Oyo. LLOe0) to 12036 
Cross-examination: 
Harries, Vol. aeete 12056 to 13082 anq 
Locklin, Vol, 62, p. 13082 to ESL LS 
OT eer Sy Die LBV to 13195 
Amendment to the Railway Act: 
Vol. 108, p. 20007 
Long and short haul discrimination is without doubt 
the most extreme form of locality dise.rimination. [In Alberta 
we look upon it as the most obnoxious discrimination in the 
freight rate Structure, because of its effect upon trans- 
continental traffic. 


The discrimination which resultes from the trans- 
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by Exhibit No. Ri aa 
Exhibit 137 was put into the record at page 

11962 of volume 61, and that is the large exhibit which is 

a complete analysis of these long and Short haul discrim- 


inations, but at Dawe 11/67 of volume 61 there appears a 


BARA t' 137. 

This Exhibit 137 indicates the extent of the 

violations which Occur in those toils at apa and 
Edmonton - from 650 to 750 miles from the competitive 
Eoin. 

THE CHAIRMAN: Would you pardon me a moment? You 
aretalking again here of competitive rates, competitive 
commodity rates? 

MR FRAWLEY: Yes, my lord. 

THE CHAIRMAN: Are they w2-what YOU Might cali 4 
different Classification Of rates? Have we competitive 
rates and in addition to that another form called 
competitive commodity rates? 

MR - FRAWLEY: No. There are competitive commodity 
rates. I think every competitive rate is a commodity rate 
eee think T am right about that. What we are talking 
about here are the rates which have long and Short haul 
discrimination. 

THE CHAIRMAN: Section 328, under the general 
heading of "Freight Tariffs” talks of the Standard freight 
Parirt , (b) special freight tariffs, ana (c) competitive 
tariffs. 

MR FRAWLEY: Yes, my lord. | 

THE CHAIRMAN: [I thought you had finished talking 
of Competitive tariffs. 


MR FRAWLEY: Yes, my lord. 
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THE CHAIRMAN: But here again you say "competitiv. 
commodity rate Structure"; you use the word "competitive". 

MR FRAWLEY; Because it ig Of great importance to 
us, the competitive commodity rate Structure, in connection 
with long anda Short haul violation. That is why we discuss 
Dibigs sGd ts, 

THE CHAIRMAN: You are dealing with it Separately? 

MR FRAWLEY: Yes', separately, quite Separately; 
dealing with the implications of long and short Haul datas 
crimination, bute thenc. 

THE CHAIRMAN: Does it COME Within 328 (o)) as 
the other competitive tariffs G04 a I Suppose it does, 

MR FRAWLEY: Well, perhaps I should Say at once 
that we have a hew section; we have a completely new 
Section to submit. 

THE CHAIRMAN: But at the present time? 

MR FRAWLEY: at the present time Phew trans — 
continental competitive commodity rates which enter into 
this long and short haul matter are rates called com- 


petitive rates under 328 (c)} 
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Although these Violations of the long-and-short- 
haul rule are usually attributed to water competition via 
the Panama Canal, there is another important 
factor present -- market competition, Discussing the 
Vernon to Toronto rate on canned §oods with Mr. Jefferson, 
this is what was said at page 15982 of Volume 80:- 

"Q. There is not any doubt about it 

from what you have been saying the last ten 
minutes or SO, that you do regard market com- 
petition as a Justification for practising 
long-and-short-haul discrimination 9 

Meth itis in our interests GOCdOVdo 

The Canadian Pacific at page 13034 also 
indicated that there were no examples of long-and-short- 
haul discrimination due to market competition between 
Canadian Railways. This is incorrect. The Canadian 
wational =. tolls on Salt from Lindbergh, Alberta, to 
Saskatchewan points (tarirf reference C.T.C. W - 1962) 
and the Canadian Pacific tolls on coal from Southern 
Alberta to the Pacific coast (tariff reference C.T.C. 

W - 4029) are examples of long-and-short-haul discrimina- 
tion due to market competition between Canadian railways. 

Indeed, Canadian Pacific witness McDougall 
indicated at page 18034 that it was a normal situation 
for one Canadian railroad to meet market competition 
from another Canadian Poi roats 

There can be no doubt therefore that long- 
and-short-haul discrimination does not spring solely 
from water competition. 


Now, the history of this matter:- 
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HISTORY! = 


The history of the transcontinental com-~ 
petitive rate Structure igs dealt with at pages 11733 to 
A105, VOT Gr, This review makes it apparent that 
jong-and-short-haul discrimination on transcontinental 
traffic is not a transitory thing but has been present 
Since the existence of the Transport Board. The effects 
of this discrimination are indicated at Pages 11765 to 
11776 of Volume 6] in the words of the people who 
actually suffer from this discrimination. Although the 
Canadian Pacific Says "they are not Suffering from any 
hardships" (page 13018 of Volume 62) the record speaks 
tor itself. 

I will just take a moment to read one Of those 
instances, At page 1499-1500 of Volume 9 of the Trans ~- 
eript, Mr, B. Bowlen, Secretary of the Alberta Co-Operative 
Union, said:- 

"As wholesalers interested in the dis- 
tribution of food products canned in Eastern 
Canada, we Wish to draw your attention to the 
problems created by the so-called Panama Canal 
competitive rates to Vancouver, Suppose we 
wished to order a earload of canned tomatoes 
from Aylmer, Ontario. We would be assessed 
a charge of $2.40per ews.or a total charge of 
Pt 440.007 A Vancouver wholesaler could get 
a similar shipment at a cost of Soh wearuleaien 
Or total charge of $822.00." 

(He is Speaking of course as of the day on which he made 


his Statement). 
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"In other words, a Vancouver wholesaler pays 
approximately half the freight Charge that we 
do and yet receives service for an additional 
750 miles, This is only one part of the prob- 
however, 
lem/ With these low Coast rates in existence, 
a Vancouver Wholssaler could actually dis- 
tribute that Carload of tomatoegs all the way 
back into the Western part of Alberta. You 
can appreciate that absolutely and relatively, 
therefore, we are placed in a most disadvan- 
tageous’ position," 

There are two reasons for this highly unsatis- 
factory Situation. The first of these is the negative 
attitude of the Boarg of Transport Commissioners, and 
the second is the weakness of the legislation -- and 
the legislation is Section 314, sub-sections (5) and (6) 
of the Railway Act. 

Commencing at page 11723 and continuing to 
2%33,. we reviewed the decisions of the Board, The 
negative attitude of the Board is demonstrated bya 
reading of the cases. We refer the Commission particularly 
to the Transcript at pages 11888 and following. 

It is beyond serious question that sub-sections 
(5) and (6) of Section 314 do not offer adequate protection 
to the localities which suffer long-and-short-haul 
discrimination. JI will discuss that when dealing with 
my proposed amendments, 

The experience gained in the United States 
with the problem of long-and-short-haul discrimination 
is . jnstructive and has been clearly stated by 
Professor Locklin. After tracing the legislative and 


administrative history of this problem, Professor Locklin 
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concluded with the following remarks at page 11817; - 
Oe sy ities "O39; Srews have been no 
attempts by the railroads to obtain fourth- 
Section relief on 4 large scale on transcon- 
tinental traffic," 

THE CHAIRMAN: Fourth-section relief, does that 
mean competitive relief? 

MR. FRAWLEY: Sourth-section relief means 
relief from long~and-short-haul discrimination, It 
means really the railway is permitted to Violate the 
long-and-short-haul Due ¢ 

THE CHAIRMAN: Tf mean, would this remission 
be granted because of competition? 

MR. FRAWLEY: Yes, but there must be other 
things shown. There must be certain things shown one 
Of which is competition, 

THE CHAIRMAN: Competition is a necessary 
ingredient, is that Vey 

MR. FRAWLEY: That is right. 

'eeeeeThere have been a few instances 
in which the ratiroads have applied for 
fourth-section relief on a single commodity 
Or group of closely related commodities 
moving as transcontinental tratfic, § “In 
three of these instances, limited relief 
Was granted; in one, relief was denied. 

"(6) The transcontinental rate structure 
Bada is in general conformity with the 
Provisions of Section 4 which prohibit 
higher charges for Shorter than for longer 
hauls over the same line and in the same 


direction, the Shorter being included within 
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the longer distance, The few exceptions 
authorized by the Commission are as noted 
in earlier pages, 

'(7) The way remains open for the rail- 
roads to obtain fourth-section relief on 
transcontinental trarTicvar any time that they 
believe that it is in their interest to do so, 
provided that adequate justification of their 
proposals can be shown," 

THE CHAIRMAN: Now then, does the evidence show 
that this adequate Justification may consist of other 
things than just compe tition? 

MR. FRAWLEY: Yes, in addition to competition, 
ae 

THE CHAIRMAN: But there must be competition? 

MR. FRAWLEY: Yes, sir, competition and Other 
things. 

THE CHAIRMAN: Are you saying gbHerally? that 
the rates of which you complain are not justified by 
competition? 

MR. FRAWLEY: No, I Say they should be made 
to go to the Board and prove a series of things, not only 
that there is Competition but some other things. 

THE CHAIRMAN: Suppose there ig competition? 

MR. FRAWLEY: Yes, Suppose there is competition, 
Sir. That is not enough in my opinion, that is only 
part of the way, 

THE CHAIRMAN: That is one case then - where 
you break away from your general rule that competition, 
if shown, would justify lower rates than elsewhere? That 


is what you told us generally about competition? 
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MR. FRAWLEY: yes, yea. 

THE CHAIRMAN: But in this particular kind 
of competition you say these rates Should be disallowed 
whether there ig competition opr noc? 

MR. FRAWLEY: They should be disallowed unless 
they show competition plus Other things, that igs raplsd ghee 
It is a special code or treatment they must receive, 

THE CHAIRMAN: And you set out this special - - 

MR. FRAWLEY: Oh, yes, 

Following the Seneral rules that have been 
devised in the United States by the Interstate Commerce 
Commission, but altering them where necessary to conform 
to our general concept of control, we have Submitted the 
following amendment, This is the new Section 314A, ana 
this new Section replaces Section 314, Sub-sections (5) 
and (6), and it would be well perhaps to note that. 

THE CHAIRMAN: Yes, just a minute now. 

MR. FRAWLEY: It replaces (5) and (6), 

THE CHAIRMAN: You have repealed Sub-sections 
(5) ana (6), 1s that ite 

MR. FRAWLEY: Yes, (5) and (6) go out altogether, 
and this new 314A ig by way of substitution. 


SECTION 314, 
Senet emeneereinanmnnnSnencantnens 


(1) The Board Shall not approve or 
Long and 


Short Haul allow any toll, which for the like 
Clause 
description of £0oods or for passengers 
carried in the same direction over 
the same line or route, is greater for 
@ Shorter than for a longer distance, 


within which such Shorter distance ig 


included, unless the company upon 
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application has established to the Satisfac- 
tion of the Board that: - 

(1) There is actual and compelling 

competition at the competitive point 

which is beyond the control of the applisant 

company and such competition is absent 

at the intermediate Doin, 

(11) The toll at the competitive point 

is not lower than necessary to meet the 

competition, 

Mae he: told at’ the competitive point is 

Such as to warrant a reasonable expecta- 

tion that as a result of charging the 

competitive toll, net carnings will be 
greater than they would be in the absence 

Smeeucn toll, 

THE CHAIRMAN: Pardon me, would you tell us 
what you mean in Sub-paragraph (1) where you Say that the 
competition is beyond the control of the applicant 
Pemvpany? TP At. ts COMpeLLGLOn = = 

MR. FRAWLEY: Well, it is competition of another 
transportation agency, sir, say, it is water competition, 

THE CHAIRMAN: One of their own agencies? 

MR. FRAWLEY: I Say it must be beyond their 
control, It must be for instance, water competition 
through the Panama Canal, beyond the control of the 
Canadian Pacific Railway. 

THE CHAIRMAN: Is that all competition of 
that kind, competition by trucks that is beyond their 
control? 

MR. FRAWLEY: No, but that is all it means; 


it simply means competition which they cannot control, 
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and it is not a matter, I am instructed, that raises 
any Serious question, 

THE CHAIRMAN: That is what I Say. It might 
be their own Steamships. 

MR. FRAWLEY: That is right, sir; that would 
be an example, sir, and it is perhaps the best example, 

THE CHAIRMAN: You would call that, then, what, 
voluntary competition? 

MR, FRAWLEY: Well, it would not be beyond 
their control. Yes, it would be competition, a service 
put in to create an unreal competition or Something of 
that sort, but I assure you it is not a practical 
matter so far as we are concerned. There ig nothing 
of that sort in Canada, 

COMMISSIONER ANGUS: Mr. Frawley, could this 
Situation arise? You have spoken of market competition 
between the two Canadian Railways. Could they both 
apply for permission to Violate the rule and Say that 
the competition was not within their control? 

MR. FRAWLEY: Well, there would be other things 
that would have to be proved of course, They would never 
Set relief just by proving that of course. 

COMMISSIONER ANGUS: No, no, I didn't mean 
that would be enoigh, but would it be very easy for 
them to say that this is market competition? 

MR. FRAWLEY: I want to be sure that I under- 
Stand you, 

COMMISSIONER ANGUS: As TI understand it, you 
could have two railways that are competing at a 
terminal point and charging to that point higher rates 


than they themselves charge to intermediate points, 


petouritran, et aottan & ton 8 


ee to8o 
F 7 al ye ys : - 
eae 2 AN aeity an ae au eee eee 


| f tolerate wo staid ot 


‘ < Bun f ibs 


* Reet ew STs it 


biorcw edd 2S0he eee “Bi 
re ake |. at gimexe 6 od . 


PPORMOY weodaw Lov a4 


& ey Fei 


eel e ‘ ee?) 1 Prag as 8 iy iy 
Myla ah PMS Mle 3a Cet ew th Nae ‘, * 


wy =, Lodo atedy | 


we y . 
oy R re, 3 ‘hie | - ee eh tees he we 3 5 . = 
25 eA bAtoaies CO sone ha ORB. facrm ae eieaxe Co mt Jug ay 
) Pw eckia sacs Ne Yet! too & | 
> 5 i * oe oe * 3 okey BA 7 . i 
Peotsoraa « eo at St eer Smvses { awd «T1023 tend 
tia yoae fa esi ayo 2°85 GW |S yet Os gags sim 
# ea ale a a ae se ao ; 
g +2 — we f 
~abeseD at aoe geet Io 
a 


ie hie OF ee TE Reet . 
- ¢ ha . Ri 
‘i i a ¢ hee em am Fou ee a 
Borsigsqmro woes : MeNORe BVSh ws PSeBL 15 pottavite + 
Md * 
Be ey : — ra ! i : Mae eee 20) o ee 4 { a gt Re be rh ‘ CE: “ae OM afte id 79M o 
é u 
: tots yar bah oiet ony getoty oe noleulmtsd wok ytqqs Y) 


Se 


ton ape mole tiogmoo ce | 


cd 
bee ie 
oe ee 


sth 


; 
atoms a Sipe rote tT oa = Tl Le 1M, 
5 Bos ow TYAS oe ’ 


Mate Pe. gik sa Fae Joey, h y i i Let by ; ae he Lai ’ ak 
soa od os aved Digow tactt 
we 


: 
ij “yf Cy Pa aa s hal ogey ¢ ye Ety Cee ie Weewo $C 
L i 
/ . » 2b «ioe — on " uct oy } € . z ~ j 
SRO “IO Taw Bo hee Bee Ee | vd DeaIE tolls aoa- 
ie 


- mam J" es D F oa Oe 3 OM KARO T: PET MMGO 
dud .fwoms od biwow vend P 


3 P - se ee ‘a . 
aoe ea! ane oC “a cae rs +s ff reser 
Li : NF ek oN 1 Fan # ~ 7 : {2 J 

ie Hf Ey IS es es 3 Yee whe he took Jue 


bom a aide dent 192 co mt 


SAO vie ms a TOMO ar Sit 


~eafsps 1 teas ons ed of grew I Lym IW AR AM 
= ped, 


oy ,tt basderobay 1 2s UM NAMOTZE 
in a 3H gatasqrioe ars tacld pear fe. 
ater gotigtd Satog sadld oe - isa bee 


ey 4 


7 


7 


sarees heslecssinsghi od bes is egy 
A y ay. hh ‘ta 


FTP 


- 21992 - Mr. Frawley 


MR. FRAWLEY: Yes, that ig SO today. 

COMMISSIONER ANGUS: If they are the two 
competitors so that they are both applying for permission 
to violate the long-and-short-haul Clause, could each 
contend that the competition was beyond its control or 
could they be tolg that the two of them could Stop 
that competition? 

MR. FRAWLEY: at the moment I don't know 
What answer to Give you on that. 

THE CHAIRMAN; Isn't this the general rule, 
that a railway cannot pe Said to discriminate by 
fixing a lower rate at a certain Point fhpe ttodia doing 
that to meet competition from another railway, that is 
discrimination among Shippers is confined to discrimina- 
tion practised by the railways on its own lines -- 
isn't that so? 

MR. FRAWLEY: Yes>.that is TLCHKG, 

THE CHAIRMAN: But if they say we have to 
lower our rate from here because the other railway is 
allowing this from there, the same tdistance to the 
Same market, that is not a discrimination. Would you 
make it so? 

MR. FRAWLEY: No, because it is a4 Situation 
which is forced upon you. 

THE CHAIRMAN: Would you prohibit that being 
done then, by both of them? 

MR. FRAWLEY: Well, that is not Something that 
arises in connection with long-and-short-haul. If it 
28, it has got to be prohibited and they must get the 
approval for whatever kind of competition. 

THE CHAIRMAN: It is more likely to arise in 


two hauls of the same description, two short or two long. 
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MR. FRAWLEY: Yes, not where there is an 
intervening short haul, but the point I am making is 
quite clear, that Whether it igs market or water competition 
it must come to the Board and get the prior approval, 

THE CHAIRMAN: Yes, but in that Sub-paragraph 
(1) there, you Say "beyond the control of the applicant 
company". Do you think that the railway would come to 
the Board and Say: "We want to put in a certain rate 
because we have competition from Our own truckers or 
from our ships?" Do you think that is possible? 

MR. FRAWLEY: No - - 

THE CHAIRMAN: Do you think they would be 
listened to for a Second? 

MR. FRAWLEY: ‘That 1s true, Sir, it would be 
SO obvious; but it must be competition which is beyond 
their control or they are not entitled to any relief 
au all, They must show that, 

THE CHAIRMAN: Can you call it competition 
if it is within their control? 

MR. FRAWLEY: Well, that would raise the 
question whether it is competition or now, that ts PIlent. 

COMMISSIONER INNIS: Does the Interstate 
Commerce Commission have in mind this whole question 
Of market competition in the description of Professor 


Loecklin? 
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MR. FRAWLEY; Where he is Speaking here on -- 

COMMISSIONER INNIS: Yes, The whole question of 
fourth section relief is generally directed towards water 
competition, isn't ite 

MR. FRAWLEY: Well, my instructions are there 
are occasions when it is directed against market com- 
petition too, sir. There 1s no distinction certainly in 
the American Statute between market competition and water 
competition, sir, 

COMMISSIONER INNIS: The cages which center about 
that are very largely water competition, Panama Canal com. 
petition, 

MR. FRAWLEY; Panama Canal competition and ~-. 

COMMISSIONER INNIS: Mustn'!t we bear in mind the 
general declaration of the United States congress that 
both water and rail transportation are to be kept going? 

MR. FRAWLEY: Yes, TI have dealt with that se- 
parately in this argument, sir, but in answer to you, Dr, 
iGetah I saepere 

THE CHAIRMAN: It seems to me without knowing 
more about it, that would impose upon the Commission then 
a duty to see that -- for instance, the rail rates are not 
SO low as to kill water transportation and vice versa, 

MR. FRAWLEY: Yes, my lord, but I have a Separate 
Part of my brief devoted to that, 

THE CHAIRMAN: We have no such declaration of 
policy in Canada. 

MR. FRAWLEY: That is rigngy sir! 

THE CHAIRMAN: I mean there is the test which 
apparently the United States Commission must bear in mind 
and apply, 

MR, FRAWLEY; Well, we have an explanation, sir, 
That matter was brought up by Mr, Jefferson in his widence, 
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We have an answer to make to that, sir, 

THE CHAIRMAN: f don't say it is exclusive and 
there may be Other considerations too, 

MR. FRAWLEY: J don't think there is any doubt 
about that at all, sir, under Section 4, 


THE CHAIRMAN; You are Siving us now the con- 


MR. FRAWLEY: [I am sorry. Would you repeat that, 
sir? 

THE CHAIRMAN: [I say, this Section which you 
give us, 314-A, is to get Out the considerations which 
the Board must bear in mina before allowing these low 
rates to continue? 

MR. FRAWLEY: No. Before these low gates 
must be allowed to Violate the long and short haul rule, 

THE CHAIRMAN: That is what I say. 

MR. FRAWLEY: Not the going in of the Babe eit. 
Self, but the going in of the rate and the violating of the 
_ long and short haul rule, 

THE CHAIRMAN: By granting too low a rate? 

MR. FRAWLEY; By charging more at the inter- 
mediate point than at the lower, 

THE CHAIRMAN: JI mean, of course, by charging 
less at the further point, 

MR. FRAWLEY: That is right, sir, 

THE CHAIRMAN: Now, the first thing is they 
must satisfy the Board that there is actual and compelling 
Competition? 

MR. FRAWLEY; That is right, in, 

THE CHAIRMAN: Ana that there is none at the 
intermediate point? 

MR. FRAWLEY: That is the first thing they must 
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do and then it must be shown that the toll at the com- 
betitive point --. by the way, Sir, if I may just continue, 
I discuss these various sections ag I go through with my 
argument, sir. I was just about to ‘read the sub-section, 

THE CHAIRMAN: "The toll at the competitive 
point is not lower than necessary to meet the competition, " 

MR, FRAWLEY: No, I was reading -~ I had reaq 
Sub-section one of these Sub-paragraphs, and I was reading 
(2) of the main Sub-section, 

THE CHAIRMAN: All eae a) rye 

MR. FRAWLEY: Any toll which for the like des- 
cription of goods or for bassengers carried in the same 
direction over the same line or eoute is greater for a 
Shorter than for 4 longer distance within which such shor. 
ter distance igs included shall at 41] times be just and 
reasonable when Compared to the toll for the longer dis- 
tance, 

THE CHAIRMAN: What would be just and reasonable? 

MR. FRAWLEY: Just and reasonable when compared 
to the toll on the longer distance, [I have developed that, 
ab ge 

THE CHAIRMAN: You mean mathematically just 
and reasonable? 

MR. FRAWLEY: No. It must be just and reasonable 
when compared to ris rate to the intermediate point. When 
you look at the amount of the rate, you must justify that 
in the light of the amount of the rate to the intermediate 
Point: but once more, sir, I develop that in my argument as 
0 along, 

THE CHAIRMAN: I know, but you must have an amend- 
ment there which will be in itself Self-explanatory, for 
those who have to interpret it. All right, perhaps you can 


interpret it ror us, then, 
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MR. FRAWLEY; No toll, which has been approved 
or allowed under the Provisions of subsection (1) of this 
Section, between two points for the purpose of meeting 
competition applying to or from a third point, shall unduly 
prejudice other Origins or destinations, 

THE CHAIRMAN: You say "which has been . 
approved"? 

MR. FRAWLEY: Yes, After they have been through 
their application andi haa at appPpoved, it must be such that 
it shall not unduly prejudice other origins or destinations, 

THE CHAIRMAN: You mean if any toll shall be 
approved or allowed which does unduly prejudice other 
origins or destinations ~~? 

MR. FRAWLRY: No, you see, my Lordi in. 

THE CHAIRMAN: They allow it first, Then after 
it is in operation Somebody discovers that it unduly pre. 
judices some other origin or destination, then it igs 
disallowed. Is that it? 

MR, FRAWLEY: Yes, my lord, It is a rate that 
has been epproved. It is 4 ratethat was put in to meet 
market competition, It has gone before the Board and has 
been approved, Now, we say that that must not unduly 
prejudice other origins or destinations, 

THE CHAIRMAN: Once it is approved, how would it 
be Stopped, if it is Shown to prejudice unduly some -.- 

MR. FRAWLEY: One of the people at the other 
Origin or destination could make an application to have it 
disallowed, 

THE CHAIRMAN: It ig a matter of discrimination? 

MR. FRAWLEY: That is right, sir, 

THE CHAIRMAN; I thought you didn't like that? 

MR, FRAWLEY: Oh well, it is inevitable here, sir, 
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vith respect to tolls of the kind referred to in sub-section 
(1) existing at the date of the coming into force ot this 
section, the company shall,within ninety days of such 

date, tiake application to the Board for approval of such 
tolls as required by the provisions of sub-section (1), 
and until the determination of such application such tolls 
shall be deemed to have been approved. That is the saving 
sub-section, The first requirement of Section 314A is an 
application by the railway. The Board's present negative 
practice | permits the railway to make a rate which 
violates the long-and-short-haul rule, That rate remains 
undisturbed until either a complaint is successful or until 
the Board on its own initiative requires the railway to alter 
the rate, An intermediate point Shipper is placed in a 
completely impossible position under the present Statute, 

In order to succeed, the intermediate point must show that 
there has been unjust discrimination. We have previously 
dealt with the difficulties of that situation, 

Ag for independent action by the Board, we have 
not been able to find any instance in which they have, on 
their own initiative, disallowed a rate which- creates 
long-and-short-haul discrimination, | 

The significance of the Application we propose 
is that it shifts the responsibility to the railways and 
to the Board, rather than leaving it with the shipper at 
the intermediate point. Under our new Section 314A there 
are three things which the Railway must establish in its 
application. First, there must be "actual and compelling 
competition", As Mr, Harries said at page 12048 (61): 

"The phrase ‘actual and compelling competition!, 

as used by Alberta in its submission, refers to a 


competitive situation which is real and not imaginary, 
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Actual competition exists when there is a competitive 
movement or when there is a reasonable likelihood of 
Such movement if an adjustment in rates is not made 
to forestall it." 
At that place, Mr. Harries also said: 
"It is not the intention of Alberta to propese a 
Stricter rule than that applicable in the United 
States, nor on the otherhand to approve language 
which would permit long-and-short-haul discrimination 
that rests on purely fanciful claims of Aonpeeiried 
that might conceivably exist in the future”. 
ft would like to lay particular stress upon the findings of 
the Interstate Commerce Commission in three cases cited at 
p.12046: Ragysand Paper to Newark, N.J., 1935 208 1.0.0. 
327; Fuel and Gas O11 to Memphis; 1936, 218 I.C.C. 106; 
Bophatteto.Fulton, N.Y., 1940, 238 I.C.c. 531. 

THE CHAIRMAN: Are all these cases where the 
railways had applied to relief against - what was it, what 
do they cal 1 it, applied under the fourth section for 
relief? 

MR. FRAWLEY: Where they had applied, yes, 

My lord. They are all cases of application under the 
fourth section, 

THE CHAIRMAN; And the Commission is looking 
into their application to see what would be the likely 
result of granting it? They haye not been in operation 
yet? The rates in question have not yet begun to operate, 
Is that so? 

MR, FRAWLEY; These rates? 

THE CHAIRMAN: These rates, which the Company 
wishes to establish, are not yet in existence? 

MR. FRAWLEY: Before. they make the application 
yes, my lord, that is right. There has been an attempt to 
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create misunderstanding about the nature of the "actual 
and compelling competition" which we indicate must be 
present before a long-and-short-haul violation can be 
sanctioned, 

THE CHAIRMAN; Wher was this attempt made to 
create misunderstanding, before the Board? 

MR, FRAWLEY: I would like to consider my argument 
developing that. | 

THE CHAIRMAN; Was the attempt made against this 
Commission? 

MR. FRAWLEY: I would like to find the reference, 
Sir, I wouldn't like to state unless your lordship wants 
me to. I will pick that up and put it inwhen I come back 
after luncheon. 

THE CHAIRMAN: You say it was an attempt to create 
misunderstanding? 

MR. FRAWLEY; That is right. I will have to give 
you the reference to that. I will do that after luneh,. if 
fmay, sir, 

THE CHAIRMAN: All right. 

MR. FRAWLEY: We use the words "actual and compel- 
ling" not to eliminate what in a broad sense one may consider 
as potential competition, but to define the term "potential" 
within reasonable limits. 

THE CHAIRMAN; Where is that "implicit" to be 
found in the Railway Act? 

MR. FRAWLEY: It doesn't say “explicit". It says 
20 is "implicit", 


(Page 22000 follows). 
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MR. FRAWLEY: This is the Cenedien Pacific's 
Statement, 

THE CHAIRMAN: Have they referred to any part of 
the Act? 

MR, FRAWLEY: Perhaps I haq better get that. 

THE CHAIRMAN: We will come back to that. 

MR. EVANS: of they were lower thon necessery to 
meet competition, it would be discriminatory under the Act. 

MR. FRAWLEY: To continue: 

Mr. Jefferson was asked about this in cross- 
examination at poge 16027: 

"You say you do not know of any instance in which 
the Boord hag disallowed the competitive rate on that 
besis? 

Aen, Noy, sir! 

There is only one cone*sion to be drawn 

Mr. Jefferson's evidence ~the Board has quite failed in its 
fu oy. to Scrutinize rates which weate long and short haul 
discrimination, 

THE CHAIRMAN: Tf think Mr, Evang has just told us 
that the word ‘implicit" there would mean’ implicit” pecause 
of discrimineting, TSechety ite 

MR. EVANS: Yes, 

MR. FRAWLEY: As long as the reilways publish 

hundreds of rates which create long and short hayl discrimination 
fven at points as far inland as Winnipeg, it is not unreasonable 
to require them to show thet the rates ore not lower than 
necessary to meet the competition, Perhaps, when Mr. Evans 
Seys it is implicit, then my position is that it should be 

taken out and made explicit and have the Bosrd given power 

to require the reilways to show that the rate is not lower than 
necessary to meet Competition, In other words, if a rate 


to Winnipeg - end we even had one, you may remember, to a point 
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in north western Ontorio that was the same ag the rate to 


Vencouver <j Simply say thet it is not unreasonable to 


require the railways to show that that rate to Vancouver, 


which is the same rate to a point in north western Ontario, 


is no lower than necessary to meet the competition, 


The third requirement in our amendment is that: 

"The toll at the competitive point is such as to 
warrant @ reasonable expectation that as a Pesulovor 
charging the competitive toll, net earning will be 
greater than they would be in the absence of guch tou, 


This requirement covers both the compensatory neture 


of the rate and collateral. losses, 


With regard to the compensatory nature of the rate, 


the Cansdien Pacific has taken the position that the Board 


does inquire into that matter, However, our research 
hes not turned up a Single case in which the Board has 
investigated, let alone disallowed, a competitive rate which 
creates long and Short haul discrimination, The Commission 
is aware of the many different interpretations which have 
been placed upon the concept "compensatory", The railways 
Said in one case - and I refer to the evidence of Mr.Walker, 
volume 1, page 14 . that 9a compensatory rate is one which 
Simply meets the out-of-pocket expenses end a little more; 
in another cage - and I refer to part 1 of the Canadian 
Pecificts Submission, page 176- that 2 compensatory rate igs 
One whichcovers almost the fully sllocated cost, Our 
position in this regard is that whether 9 rate as) compensatory 
Or not will not depend exclusively on the out-of-pocket cost, 
Other factors are the cheracter end importance of the traffic, 
Seasonality of the traffic, the direction of flow, ete, 

As for collateral losses, I refer to page 13056 of 


the record where we define a collateral loss, eLlLeriy, 45 
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is the loss in revenue resulting from the application of a 
rate, lowered by competition, to traffic which would in the 
absence of the lower rate Still move by Patil. 

It is not, ag Canadian Pacific Supposed, the same 
a8 non-compensatory rate. The reference there is volume eade 
page 12048, Collateral losses can have a very significant 
effect upon the adequacy of the Competitive rate and should 
be a prime consideration in the Board's determination of 
an adequate rate, 

The railways have raised certain obscetions to the 
requirements of sub-section 1 of Our new section 314 a. 

They have ssid that our Proposal is unnecessary because the 
railwaoy's practice already conforms to the Proposed require- 
ments, and they say that these new requirements would retard 
the ordinary rate making procedures of the railways. The 
reference there 1Svolume 62, page 12073" of the trenscript, 

The record gives adequete proof of the fact that sub- 
Section 1 of our amendment is absolutely necessary. The 
present procedure is entirely inadequate, 

There is an unsccountable difference between the 
treatment of the Some problem under similar circumstances 
in different perts of the country. Mony east bound trans- 
continental rates were for years blonketed to intermediate 
points. | Our exhibit 265 illustrates this condition. In 
contrast, the railways have vigorously Opposed any suggestion 
that the west bound rates be blanketed, 

Another example of the different treatment accorded 
different sreag which the present practice permits is to be 
found recorded at page 1420 of volume 13; page 1542-4 of 
volume 14, in the 30% case before the Transport Boerd, 

COMMISSIONER ANGUS: Would not your Proposed smendment 
about equelizstion prevent the bisnketing of rates? 


MR. FRAWLEY: Oh, no, 


Het 


ie 


ao) me Mr, Frawley 


COMMISSIONER ANGUS: Suppose the lower rate was 
Charged to Vancouver sang therefore the same rate were 
charged to Edmonton from Montreel, would not your equalization 
Proposal meon that the rate from Montreal to Edmonton would 
have to apply to similar distances? I mean, could you call 
it an inter-competitive rate? 

MR. FRAWLEY: Certainly, I must of Course at once 
Say no. I do not think thot ony such consequence could arise, 

COMMISSIONER ANGUS: You suggested that there is = 
definition of three types of rates: the Class rates, special 
rates and competitive rates, 

MR. FRAWLEY: ves, 

COMMISSIONER ANGUS: You have Suggested equalization 
of the first two. 

MR. FRAWLEY: Ves. 

COMMISSIONER ANGUS: So that a rate,-to escape your 
equalization, must be a competitive rate ? 

MR. FRAWLEY: Yes, 

COMMISSIONER ANGUS: Do you think that the rate from 
Montreal to Edmonton was a competitive rate? Competitive with 
what? 

MR. FRAWLEY: = the rate from Montreal to Edmonton 
is not competitive, 

COMMISSIONER ANGUS: Would it not have to be classified, 
shall we SOY, 88 8 special rate? 

MR. FRAWLEY: Yeas 101s 61 ther « Special rate or a 
Class rate, 

THE CHAIRMAN: Would it not then come under your 
€quelization basis? 

MR. FRAWLEY: Yes, my lord. But with whot consequence? 


I do not follow you. 
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COMMISSIONER ANGUS: Would thot not, in practice, 
make the blanketing of rates back an impossibility under 
the amendment or under the set of amendments you propose? 

THE CHAIRMAN: Would you tell us how blanketing 
you have in mind would operate? 

MR. FRAWLEY: How it would operate? 

THE CHAIRMAN; Wes yneVou Say: 

"Many east bound trans-continental rates were for 

years blanketed to intermediate points," 
Do you say they are no longer go blanketed? 

MR. FRAWLEY: That is right. My exhibit 265 shows 
that that was discontinued, in some instances as recently as 
last October, 

THE CHAIRMAN: Now whet do YOU Want to do? 

MR. FRAWLEY: [I em simply pointing that out. 

THE CHAIRMAN: Pardon me, AS you say now? Do you 
want thet disallowed now entirely for the future? It seems 
to me that follows if you went to provide for equalization. 

MR. FRAWLEY: No. I do not agreethat they are 
blanketed in, 

THE CHAIRMAN: You say: 

"In contrast, the railways have vigorously opposed 

ony suggestion that the west bound rates be blanketed," 

MR. FRAWLEY; Yes, that the west bound rates be 
blanketed, 

THE CHAIRMAN: Do you say that they ought to be 
blanketed? 

MR. FRAWLEY: They should be blanketed if they 
follow the long-and-short-haul clause, 

THE CHAIRMAN: What do you mean by blanketed? 

MR, FRAWLEY: Charged the same. If you have a rate 


to Vancouver of $1.40 ,blenketing would meen thot Edmonton must 


be Charged no more then $1.40, end Regine and so on ond so forth, 
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to Edmonton 
THE CHAIRMAN: Is not the mileage/less then the 


mileage to Vancouver? 

MR. FRAWLEY: Yoss 

THE CHAIRMAN: Then it would cost less? 

MR. FRAWLEY: No, 

THE CHAIRMAN: iMate ts. you have just said that 
Equalization means the Same rate per mile everywhere unless 
there ig competition, 

MR. FRAWLEY: But these are not competitive rates, 
The rate- to Edmonton is a commodity rate. Let us say it 
is a commodity rate, 

THE CHAIRMAN: According to you, these commodity 
rates will cease Co vexi st. will they? 

MR. FRAWLEY: No, 

THE CHAIRMAN: No. You are not asking for that? 

MR. FRAWLEY: No, 

THE CHAIRMAN: tosee, That is as to these commodity 
rates. For instance, could e commodity, under your scheme 
of things, 80 from Montreal to Edmonton cheaper than from 
Montreal to Saskatoon or to Vegreville or some other point 
Short of Edmonton? 

MR. FRAWLEY: Could it go for less? 

THE CHAIRMAN: VOuUld Tb coute Edmonton for less? 

MR. FRAWLEY: No. I could not conceive of any such 
Scheme ag thet, because the rate from Montreal to Edmonton 
LS not 4 competitive Rave; and it is only because of com- 
petition that they seek to protect it, ; 

THE CHAIRMAN: You are not deperting from that rule. 
the same commodity going from Montreal to Edmonton should 
Cost less to get as for as g Skatoon, say, thon to get to 
Edmonton? 

MR. FRAWLEY: Yes, That is true, That is, generally 


Spesking, the position: yes, 
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COMMISSIONER ANGUS; Perhaps you would clear up 
what is troubling me, 

MR. FRAWLEY: I should like to follow whot you are 
Saying, sir, 

COMMISSIONER ANGUS: If effect were Siven to your 
proposea amendments, you Probably do not want any rates 
blenketed back because eny bone fide Competitive rates to 


be blanketed would Satisfy your conditions and therefore 


good thing, 

MR. FRAWLEY: Tf quite agree, My case would Simply be 
this. Before you can be allowed to Violate, you must prove 
the point. and if YOu prove the point, very well, then you have 
the lower rate to Vancouver, 

COMMISSIONER ANGUS: But then you prove competition 
with some other rate? 

MR. FRAWLEY: That is Pient. 

COMMISSIONER INNIS: You have got to prove that: and 
under your scheme for any competitive Pave; Ltr Just a 
question of whether you can prove competition, 

MR, FRAWLEY: No. They are not ell together the 
Same, 

COMMISSIONER ANGUS: They are not identical, but they 
ere under exactly the game conditions, [I Suppose, that you 
have to prove these things to get your competitive rate, 

You get your rate to Veneouver. The tariff may be less, 

MR. FRAWLEY: Yes, 

COMMISSIONER ANGUS: There is no reason for blanketing 
Bnet. 
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MR. FRAWLEY: No. They ore allowed to teke and 
charge more to Edmonton, 

COMMISSIONER ANGUS: ter You domt get authorization, 
there ismthing to blenket, 

MR. FRAWLEY: Yes, 

COMMISSIONER ANGUS: Then the ease for blanketing 
would not arise, 

MR. FRAWLEY: tt would not arise directly. It would 
not be an epplication from Edmonton to blanket beck the rates, 
no, It would not be thet. It would Simply be on application 
by the railway to be permitted to charge more to Edmonton 
than to Vencouver, 

COMMISSIONER ANGUS: Suppose they hod competitive 
rates to Vancouver ana the application was meade. for arate 
under the long-snd-short-heul, and you did not Seb, 1%4)* Wound 
the epplication mean thet that rate had to be blanketed beck? 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: Whet would the rate from Montreel to 
Edmonton so blonketed Phen be called?“ Woule it be called 
8 competitive rate or would Lt. be calledis Special rate? 

MR. FRAWLEY: [It would be called 3 Special commodity 
rate, I would think, 

THE CHAIRMAN: Have YOU, not. saad that Special commodity 
rates are Subject to your principle of equalization? 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: That means that all other points sat the 
Seme distanee in Conais would have to have this? 

MR. FRAWLEY: But we Say there, in section 529, that 
there ore distinctions. There sre distinctions in the des- 
cCription of bretric, 

THE CHAIRMAN: You can discuss that matter after the 


adjournment for lunch, Mr. Frawley, 


The Commission adjourned et 1,00 p.m. to meet again at 2.45 p.m.) 
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SO Oe on Mr .Frawley 
Ottawa, Onterio, 
Monday, May 8, 1950 
AFTERNOON SESSION 
et EDS TON 


MR. FRAWLEY: My Lord and members of the Com- 
mission: I was discussing the Proposition that the pre- 
Sent procedure was entirely inadequate and I was pointing 
out the examples of different treatments which were 
eccorded different areas, At that point Dr, Angus asked 
me 38 question with respect to whether or not rate 
blonketing might interfere with my equalization Scheme, 
I want to just deal with thet for a moment before 
continuing with the brict, As vou suggested yourself, 
Dr. Angus, we would not be asking for rote blanketing, 
It would be an epplication by the railways for relief 
from the long end short haul, so we would not be asking 
for rate blenketing and of course it might very well 
be that the railways would not immediately and sutomet- 
ieally, if their epplication was refused, think of 
applying the port rate to thet intermediate point. They 
might say "Well, we will try 9 different rate and go on" 
end there might be voerious Situstions, but as you said, 
if they were turned down, end if they did decide to 
apply the rate back, thet is what I have to deal with 
Sir, whet I say in thot case, if the Vancouver rote was 
applied to Edmonton for instance then that would be 
tantamount to establishing a rate group, and rate 
Sroupings are not inconsistent with, nor do they offend 
eseilnst, our principle of equalization, As we know, 
there is a rate Sroup which extends 911 the way in 2 
triengle from Windsor to Sudbury to Montreal sand my 
reply therefore to you is that that would simply be 
8 rate group and certainly all points in the rote 
Grouping thet would necessorily be established by thot 
Procedure would be entitled to thot rate, and that would 
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THE CHAIRMAN: To the same rate? 

MR. FRAWLEY: Would get this Same rate, yes, 
Sir. That is true, 

THE CHAIRMAN: Regardless of their respective 
mileage? 

MR. FRAWLEY: Yes, Just as in the rate group 
there is in Eestern Canada, exactly the same Situation, 

THE CHAIRMAN: What then does become of your 
equalization per mile? 

MR. FRAWLEY: To the extent that you are in 
Our rate grouping, it would not apply, sir, thet is 
GLehnt, 

THE CHAIRMAN: You would make that concession? 

MR. FRAWLEY: Seg, wire 

THE CHAIRMAN: TI hadn't noticed that yet. 

I thought you wanted absolute parity according to the 
mileage except in the case of competition? 

MR. FRAWLEY: Well, yes. The rate Sroups.. 

We do not sdvoecate the Wiping out of rate groups sand 
therefore rate Sroups epply then to the extent it 
modifies our equalization, 

THE CHAIRMAN: Now then, are you quite sure 
the amendment you have proposed so far leaves room for 
thet? The amendments we have been discussing so fer, 
do they leave room for this rate grouping? 

MR. FRAWLEY: Yes, My Lord. This Section I am 
calling your attention to is exactly the reply --- 
Section 329, Subsection 2. 

—HE CHAIRMAN: Where is that one? 

MR. FRAWLEY: In the argument...) L. will. find 
at for you... It is the present section. No sir, you 
See, Section 329 revised; I have the new subsection (1) 


- but subsection (2) remains unchanged, so if you have 
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Wa) he Mr. Frawley 
the Reilway Act, subsection (2) of 329 reads hays 
distances may be expressed in blocks Or groups, and 
Such blocks or SPoups moy include relatively greater 
distances for the longer then for the Shorter hauls", 
So the intention sir Ls totnot abolish rate groups 
snd the scheme would ~--- 

THE CHAIRMAN: Pardon me, Let me see agein 
what you substitute for the first Subsection, 

MR. FRAWLEY: Thot is C-10. TI will SO back 
POG LO) peas) Poeun my new 329, subsection (1); ena 
Subsection (2) is unchanged, 

THE CHAIRMAN: What does Subsection (1) say? 
The standard Prei ene tani pe. 

MR. FRAWLEY: Yes Sir, that is for the standard 
tariffs, and then 329A is my equalization section for 
commodity special, 

THE CHAIRMAN: Pardon me a moment. You leave 
329A the Woy you have it at the bottom of page C-9, 

Is that so? 

MR. FRAWLEY: I leave 329 ---- 

THE CHAIRMAN: Standard freight toriff shall 
Specify maximum mileage tolls to be charged, and so on, 
That is ell standard? 

MR. FRAWLEY: Yes, My Lord, "that “rs Standerd, 

THE CHAIRMAN: Then you leave 2 9g it is, which 
Says “such distances - that is having reference to 
Standard rates, - may be expressed in blocks or groups 
and so on"? 

MR. FRAWLEY; Yoo> My ‘Lord. 

THE CHAIRMAN: That is for Standard rates, 

MR. FRAWLEY: Commodity rates, Special rates 
sre dealing with 329A, 

THE CHAIRMAN: There egain ---- 

MR. FRAWLEY: The same wording. 

THE CHAIRMAN: You sallow for grouping, do you, 
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MR. FRAWLEY: Yes, My Lord, by leaving the same 
Section, We write it any Sire vou Will find that at the 
bottom of C-10 where we Say "such distances may be 
expressed in blocks opr Eroups and such blocks or groups 
may include relatively Breater distances for the longer 
than for the shorter hauls", 

THE CHAIRMAN: That is one that is still 
remaining undisposed of with respect to your proviso? 

MR. FRAWLEY: The proviso on the bottom of C~10, 
sir? 

THE CHAIRMAN: Yes, because you bring in the 
word "competitive! there. We discussed thot this 
morning. It is Quite clear thet not only must the 
principle of equalization be broken into by the 
establishing of competitive rates but also again by the 
groupings? 

MR. FRAWLEY: Yess. My, bond Chace s my sub- 
mission, sir, Now, if I may continue with my brief, 

On pege H-1l dealing with enother instance for Seying 
why the present procedure is not adequate, snother 
example of the different treatment accorded different 
ereas which the present practice permits is to be found © 
pecorded at p. 1420 of Vol. 133 p. 1542-4 of Vol, 14". 

COMMISSIONER ANGUS: Before we leave that point, 
if a railway makes an application for relief on the long 
énd short haul rule Ae at Us oO. cet it, but nevertheless 
puts in a competitive rate, that would mean, I suppose, 
that it could Satisfy the condition for the competitive 
rates but not the conditions for the long and short haul 
relief, Now, isn't the only difference there the fact 
that the long and short haul relief requires there should 
be no adverse effect to the railways net revenue? 

MR. FRAWLEY: Collatersl losses, gir. There sre 


Just two differences. One is there is no prior application 


i H yi pais ‘ ‘ Pale in 
; | y es : : od 


| o ‘ot \ - 
paodaht eeet INRA, an | a 7 


4) SY : vy 
¢ ee § 
. ? Ah, - 


‘ae nce i at atten a ehatepae: hor 


3 aw 2 err é 
ee Aisa a ’ 1 FH matted 
ph eye Nee oe ror Oko 7 
a _ 4 7 
i. DRS Bevong wo Soe io. (th, MOREE tax 7 
} . \ 
Ww — ; Mes Py yes na ee " 
te pk a oe pe i at ate he "Dei ae 
; OS ed. pet Se ed gi ees Matin Merit ose t bre a ‘Gem 
‘i Loa) s ne oi : ta as 7, 
i aie 4 i = 
Senta oy ace wey i 3 Fale: ae 
; ns ; te sudd cotnerte oof WOT weed | 
y ' ' } Lette j 
Y k my a : ae vurt r A ~ mite 4) a ae 
‘Ny i * +, ae | , J aul i j i i € Vy P s if; J ae ae 4 sane cut ny 7 ‘ 
Al Sty ake ST iol ’ bi ae ; 7 < | 
\ ert Oe . i" ‘ i : ; : ’ 
t La 4 o { ' : ; i) ery ai | Pg Ke frye as f on WwW 4 iNe KL EMSS ' 
= : : ss ss id te a ; ‘ pain nm pis 
ae ee A wee MATS es 7 roc att SOMA 4 Pa 
a SAA WP Ae A ian ‘ a ee o tas 
, eee, | . . Sed ah ROG Nines aaa elt P 
; : ; : Pryce : 
5 = . 
r 
H i? 
‘ : ’ 
‘ mh has uP A 
eee Ee ca 
ra M Nv 
ee: eng wei 
8 ! 
4 ' > 1 
my Pie 8 
Ne a oe sory 
bie rg: AS x 7 LAS a 
bak ae a) ‘ Yet 
1 ; A 
a 
f a : “ 
oT NY + 4 
yi 
, “ ie - 2, aR sie aor a ep NE Ay . 
be eee Ny Oaek st exubpocrd Jaoeotd ony yiiw 
| SO PES aeMO eee | Aaa “ 44 Tea eR E oe ae : ; ata: 7 - ro . iis a 
ene oe a - By ae Py a fy 7 Ate re ‘ef a ry i ‘ ih if % | { ye "i tg bey. ; GLOGSXE : i) 
< & .* ahet A | : ENS ata PAE sede ; ; 
ur) ' a UOT es hat as 2 9 Tite prety: On }- 4 SL eS sont he 
ea at CLD ie: We os ox? wer iss A ey’ ¢ a DELO yas 
pin iJ 7” : a fy: ¥ eae | yp " beh to f 7 
t , a A he | 
s Bees: ~™ ee , 
pat REE 0d eet aera ie yeas : 
ata My aes 8 aa a bee me : joe 7 he ss 
i ; y ae na ; i, Ml Crepe Eee 1 shdee PHEREL) dette Lk pviere £ 
ye ‘ ey ine : Be Re ay nae Bi ‘ Ss ey is ae ’ 
ARO eateiao: ToL ben see sib ahe a , Bane 1 NONE Se aa 
OD 4 : [oO ne é ; 
Eee 3 ey ee: 
% “i : eS { . fl Die ae * : “cyte po Dy . Lg ; J : 
langvan dud , 32 eeu oe elie t) Oe a2 fire ah syne) vit 
neha: fei Jone i Me ene: eee pote tee oe heen 
Orla - rit a: 4 ‘ r 7 ; a : Fy 4 ha Ti Ri ‘ai iP f - a OL av hit id AO a 2 Me 
se nal f “ +4 tien t st a 7 is i 
Ne ae ae, 5} 
- ck Prat - i bly. 
fi i {hie We Lettino® ihe i. ye. Tee, ee 


Rae ut igh 2 at 
TAR Pali <a : 
Pan ae ‘ . 4 « : 


eg th 0 Se ‘ pnt? theioe aid ; pat re ye 
der aia ib. tia si * +! pie Es 


: Ae = 
i Sieh 
tH 


Se a 
0 ott a Ne eesti Lang he tie 


EA aes 
Mr. Frawley 
and the collateral losses do not enter into competitive 
rates, 

COMMISSIONER ANaus: In a hypothetical case, 
they have fallen down because it has been shown that to 
puv in this competitive rate would involve them ny) 
losses: and the case you sre considering now igs thet they 
€0O shead and put it in ond cugment those losses by 
blonketing the rate there is, It is @ rather curious 
hypothesis, isn't it? 

MR. FRAWLEY: Yes, my Lord, but it doesn't 
follow, you see, Sir. It doesn't follow necessarily, 

In that oe emy  MLOL Cy) mba T Suggest they would re- 
examine the situation. 

COMMISSIONER ANGUS: ana hot) put in’ the 
competitive rate? 

MR. FRAWLEY: And not put in the competitive 
rate or put it in at @ higher level, 

COMMISSIONER ANGUS: Weld jy thete wae really what 
I meant. Thot dealing with es body of proposels on your 
pert, thet would practically eliminate blanketing the 
rates, because in order to get 9 case of the rates being 
blanketed, you have to imagine Something thst is very 
unlikely to happen, 

MR. FRAWLEY: Well, certainly, sir... Our 
position is and it has been the same since the beginning, 
we Simply take the position thet the railways must go to 
the Board and make an epplication and get relief after the 
Spplication has been made end efter these conditions 
have been Satisfied ond it in no sense is an application 
by Edmonton "we hereby apply for the Vancouver rate" opr 
enything of thet sort, There has been a little bit of Fs) 
misunderstending. I think not by the people who have 


examined your proposal, but certsinly it is well to make 


vee 
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that clear, that there is no Such application of that 
sort in our minds at all. Now, in this case in 1947, 
the railweys granted the pecking LHUUSEOY eas 

THE CHAIRMAN: What page are you? 

MR. FRAWLEY: Page H-1l, sir, In 1947 the 
Railways granted the packing industry at Winnipeg the 
seme rate on canned meats to Vancouver ag WaS given to 
the packing industry in Toronto, although there was no 
water competition at Winnipeg such as supposedly 
Justified the rate on the movement out Of TOPonta, nt 
the same time the higher retes from Calgary and Edmonton 
to Vancouver were left unehanged., That 5 Situation could 
have arisen - go obviously contrary even to the pre- 
vailing negative interpretation of Section 314 by the 
Board - is clear proof of the weakness of the present 
long and short haul legislation and its inapidLity bo 
Zive Satisfactory protection to intermediate points, 

THE CHAIRMAN: Pardon me @ moment. Does that 
mean they Sroup Toronto snd Winnipeg together? 

MR. FRAWLEY: No. Well, yes, you might call it 
that, BLR yy Wes 

THE CHAIRMAN: Sot: Cais grouping you do not 
approve of? 

MR. FRAWLEY: T don't think one cay say that, My 
Lord, At that time there was a rate of 96 cents from 
Toronto to Vancouver, There was 3 rete from Winnipeg of 
poet6 I PAIK, ver St 20. snd there was 2a rate of 98 cents 
from Calgary and Edmonton. Those were the three rates, 

THE CHAIRMAN: The railways then grouped Toronto 
and Winnipeg together and gave Winnipeg the same rate ag 
Toronto? 

THE CHAIRMAN: Or Toronto the Same rate as 


Winnipeg? 
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MR. FRAWLEY: They gave Winnipeg the same rate 
8s Toronto and you might say properly they Srouped them 
then. 

THE CHAIRMAN: Well, Ate was a Srouping, 

MR. FRAWLEY: We didn't core about that but they 
left Edmonton sand Calgary at 98 cents, 

THE CHAIRMAN: You are not in the Sroup, that is 
why. 

MR. FRAWLEY: Oh well, that is with respect too 
easy an answer, sir, They simply left us alone. “tha tuts 
all. They violated the long and short haul rule. They 
Just continued to Violate it. Then we had Toronto to 
Vancouver 96 cents, Winnipeg to Vancouver 96 cents, 
Calgary to Vancouver 98 cents, Just a straight violation, 
enev is. 311, 

THE CHAIRMAN: Do T understand that this grouping, 
which you say you would allow, measuring distances, must 
not however give rise to ocomplaint somewhere else? 

MR. FRAWLEY: No, that is true, quite so, sir, 
There must be no long and short haul violation regerdless 
of groups. The Vernon COwmloronvo rate —.. 

THE CHAIRMAN: I would say in that case you 
better be Vor y Coverud about the language you use. All 
right, go on, 

MR. FRAWLEY: The Vernon to Toronto rate on 
canned one was discussed with Mr. Jefferson at 
6» 15968/ (80) gives another example of the different 
treatments accorded different regions. The Okanagan 
Valley at the whim of the railways was given the lower 
Vancouver-to-Toronto rate. But the higher rate from 
Brooks, Alberta, to Toronto wes left unchanged, These 
illustrations indicate that the present legislation is 
inadequate and the negative attitude of the Boord is wholly 
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unsatisfactory. It is irrelevant to Suggest, as the 
Cenadian Pacific qdid“at page 13015, that Alberts doeg 
not have confidence in the business Judgment of the railway. 
Good business Judgment on the Pare or “the railways will 


not necessarily assure equitable treatment to perticular 


communities, 
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We also challenge the Suggestion made at page 
L278. that, the proposed amendment would tend to 
retard the ordinary day-to-day rate-making Procudures of 
the railways. Under our new section the Board would be 
free to grant immediatey temporary approval of the 
Proposed violation, if the rate conformed prima facie to 
the requirements of the section. 

There was also the Suggestion that the railways 
might have a rate approved under the section - a rate to 
meet a specifie truck rate - only to have the trucks cut 
the rate, forcing the railways to make another 
application. 

Under our proposed amendment the Railway woulda 
not necessarily have to make a new application to obtain 
relief from the long and short haul rule in order to meet 
this new truck rate. In approving the Original applica- 
tion the Board could Set the lower limit below which the 
rail rate could not 80. The railway would thus be free 
to set any rate above that lower limit required to meet 
the situation. 

Turning now to subsection 2 of our amendment, 
which require the intermediate rate to be just and 
reasonable when compared with the toll for the longer 
distance, 

THE CHAIRMAN; Sub-section 2 is at H-5. 

MR FRAWLEY: On page H-5 yes, on the same page, 
Sir, sub-section 2. That is the section which saysthat 
when the rate igs Greater for the shorter than for the 
longer distance it must be just and reasonable when com- 
pared to the toll for the longer distance. Now, under 
those ciruumstances we say that is a fair provision to 
put into the section. 


The railways are very fond of labelling rates 
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and objecting to comparisons made between what they call 
unlike rates. 

THE CHAIRMAN: JUST a minute, Mr. Frawley. You 
use the words "just ana reasonable" there. 

MR FRAWLEY: Yes, just and reasonable, sir, in 
amount; in amount principally. f develop it see, [2X0 
along there, Sir, as well as I can. | 

THE CHAIRMAN: Just and reasonable as between 
whom? 


MR FRAWLEY: As between the person who pays it 


-and the railway. I would be content to have the usual 


criterion applied; that is, it must be Just and reasonable 
to the railway and it must be just and reasonable to the 
Shipper. It is the particular context of this test that 
18 important, Tt must be reasonable when compared to the 
toll for the longer distance, and what I am about to say 
discusses that, sir. 

THE CHAIRMAN: Well, how would it be Just and 
reasonable unless it ig Justified by some particular con- 
ditions and circumstances? You say: 

"Any toll which for the like description of goods 
or for passengers carried in the same direction Over 
the same line or route is greater for a Shorter than 
for a longer distance within which such shorter dis- 
tance is ineluded Shall at all times be just and 
reasonable when compared to the Colt "for the longer 
distance," 

MR FRAWLEY: Let us take an example at once, sir--- 

THE CHAIRMAN: What would be the test you would 
apply there to show that? 

MR FRAWLEY: Let us take a concrete case, sir, 
and say the rate from Toronto to Vancouver was $1.00 and 


the rate from Toronto to Calgary was $2.00. Now, I say 
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that the rate to Calgary must be just and reasonable, and 
I add immediately, when compared to the rate to Vancouver 
from Toronto. In other words, before that rate to Calgary 
of $2.00 could be declared to be Just and reasonable, it 
would have to be compared and examined in the light of 
the $1.00 rate to V-neouver, and the Board would have to 
Say that $2.00 rate to Calgary is Just and reasonable when 
compared with $1.00 to Vancouver. 

THE CHAIRMAN: I thought, though, it would be the 
other way around; you would have first a rate of $2.00 from 
Toronto to Calgary, and then the railway would apply to 
have a rate of $1.00 from Toronto to Vancouver. That is 
the way it would go. 

MR FRAWLEY: Yes, that is quite right; that is 
the way it would go. 

THE CHAIRMAN: Then the Calgary people would 
object and say, "Here, you are carrying these goods 31] 
the way from Toronto to Vancouver at less than you carry 
them say to Calgary." f[gnit that it? 

MR FRAWLEY: Yes, my lord. 

THE CHAIRMAN: And then the railway would be 
called upon to Justify that discrimination. 

MR FRAWLEY: No, it is not quite like that, sir. 
Without the Calgary people complaining at ail, wche railway 
applies to the Board, and they have. to=.— 

THE CHAIRMAN: Applies to the Board for what? 

MR FRAWLEY: For leave to continue to charge $2.00 
to Calgary. 

THE CHAIRMAN: No, no. They have a right to do 
that. Here ig ceiling, and here is a rate, and so far the 
Pate to Calgary cannot be attacked, because it is within the 
ceiling allowed by the Board -- isn't that so -- from 


Toronto to Calgary? 
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MR FRAWLEY: That is right, sir. 
THE CHAIRMAN: Now, the railway moves then to 
Bive a cheaper rate to Vancouver, and then Calgary gets up 


and says, "No, that would he discrimination against us. 


less than we are paying," and then the question would be 
whether the lower rate to V ncouver Should be lower; isn't 
that so? 
MR FRAWLEY: Yes, in the e€nd that is the point. 
In the end the Board is there to make a4 ruling on that One 
matter, "Ig the rate to Vancouver to be alloweao" and along 
the way of deciding that they must find that the rate to 
Calgary is Just and reasonable; no matter how long it has 
been there, Sir, they must find that the rate to Calgary ig 
Just and reasonable when Compared with the $1.00 rate to 
Vancouver, That is what the section Says, sir, 
THE CHAIRMAN: No, the Seer on Says: 
"Any toll which for the like description of goods 
Or fox Passengers carried in the same direction ovep 
the same line opr route is greater for 4 Shorter" —- 
that is, Sreater to Calgary. 
MR FRAWLEY: mat is CUSD Esty 
THE CHAIRMAN: -~"than for a longer distance" _- 
Vancouver -- 
"within which Such shorter distance ig included shall 
at all times be Just and reasonable when compared to 
the toll for the longer distance." 
Then would they, when the railway applies to put into effect 
@ lower toll to Vancouver, at once Say, "Here, but you have 
in the Way, you have Calgary there ''9 
MR FRAWLEY: Yes, that would be & prohibition. 
THE CHAIRMAN: "And therefore we cannot give you a 


lower to1] to Vancouver unless you apply the same toll or 
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even a lower one, because of legs mileage, to Calgary," 
MR FRAWLEY: Yes, that is--- 
THE CHAIRMAN: So that, instead of the $2.00 


goods to Vancouver for $1.00, it would have to carry them 
to Calgary for 60¢ or 70¢ or whatever 1s the just propor- 
tion. 

MR FRAWLEY: op $1.00. 

THE CHAIRMAN: Yes, but then you have discriming- 
tion just the Same. Why should it be $1.00 to both, when 
there is Such a great difference in mileage? 

MR FRAWLEY: Well, there is no discrimination, 
vLr, if 46°33 S100. Tt would satisfy the requirements of 
this Section, sir. 

THE CHAIRMAN: Would it? would it be just ana 
reasonable when compared to the toll for the longer distance? 
Would you Say it was Just and reasonable fop Calgary to pay 
$1.00, when you compare that with the same toll of $1.00 to 
Vancouver? How could it be? 

MR FRAWLEY: That, of course, is the Situation all 
through, Sir, on long--- 

THE CHAIRMAN: But you are putting specific pro- 
visions there. Would you not argue immediately, "q+ cannot 
be just and reasonable, because Vancouver ig a thousand miles 
farther orf, and you make us Pay $1.00, © Then you must make 
US pay less than $1.00 if Vancouver pays only $1.00." AG: fea 
that ite 

MR FRAWLEY: I know what Situation might develop, 
Bay. 

THE CHAIRMAN: ft is not what might develop, it is 
what will develop if this amendmen t of yours is adopted -- 
merteast, t qo not see any other explanation. 


MR FRAWLEY: AS far as this Section is concerned, 
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Sir, before the Board could five the railway the right to 
charge the $1.00 to Vancouver--- 

THE CHAIRMAN: On what €round? 

MR FRAWLEY: on the ground that it had met these 
conditions, that there was actual and compelling competition 
under 1, that the toll to the competitive point was no 
lower than necessary under 2, and that there were no 
collateral losses under 3, Now, having Satisfied those--- 


THE CHAIRMAN: Would your requirement then be read 


Vancouver? 

MR FRAWLEY: NO; io, my lord; it does not go that 
Rial 

THE CHAIRMAN: How far do you 0? You say it 
would Satisfy Calgary's complaint if they gave Calgary a 
toll of $1.00, the Same as Vancouver? 

MR FRAWLEY: Well, yes, because it--- 

THE CHAIRMAN: That is what you say? 

MR FRAWLEY: Fos, or it might be more, sir -- 
NO, no; it might be more. It only must be Just and reagon- 
able when compared to the toll. It might be more than that 
but still be Just and reasonable, 

THE CHAIRMAN: [I ask you what is your test of 
Justness and reasonableness. What does the Board do? 
Supposing the Calgary people Said, "Why should we pay $1.00 
when Vancouver pays only $1.00?" 

MR: FRAWLEY: Well, of course, the question of--- 

THE CHAIRMAN: Would the answer be, "Well, there 
1S competition"? 

MR FRAWLEY: Yes, that is one answer, sir; that 
would be a very good answer; but it is the degree, that is 


all, sir. I would Say that if there was a rate of $1.00 to 
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Vancouver--- 

THE CHAIRMAN: Then you leave the degree in the 
discretion of the Board; is that Lt? 

MR FRAWLEY: Tnateis hecessarily so, yes,’ sir. 

COMMISSIONER ANGUS: Mr. Frawley, is not the 
argument on which these rates are put Wn this, that the 
lower rate to Vancouver keeps the railway's net income at 
a maximum, and theoretically if that and Other rates at 
the same time are not put in, then there might have to be 
an increase in all freight rates, including those to 
Edmonton? 

MR FRAWLEY: Tf think that is what the railways 
Say, Sir. 

COMMISSIONER ANGUS: And the argument would then 
be that it was Just and reasonable that the people at 
Edmonton should put up with paying the same rate as before, 
in order to avoid paying a higher rate? 

MR FRALWYY: That is what they say, Sly, (that is 
what they Say. I have heard them say Just that exactly, sir. 

COMMISSIONER ANGUS: Now, either you accept that or 
you do not. Suppose that you say that because there ig a 
glaring disparity between the two rates, and one of them is 
double the other, and that looks dreadful, you are fo0ing to 
reduce the rate to Edmonton, is not the effect of that to 
diminish the net income of the railway and to bring about 
the very Situation that forces an increase in rates? Isn't 
that the Way that argument would work? 

MR FRAWLEY: I follow you, sir, when you say, if 
the rate was not very large, if the rate say to Edmonton 
Was $1.25 and the rate to Vancouver was $1.00; then I think 
that the Board in ruling even under my Sub-section 2, would 
Say, "Well, that is Just and reasonable, and we will leave 


that, and we will permit the two rates to stay as they are." 
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I quite agree that when you take $1.00 ana $2.00, then the 
comparison gets to be almost Shocking--- 
THE CHAIRMAN: That was the example you gave to us. 
MR FRAWLEY: Well, there are many of them, and I 


did not mean to say that there were not instances when the 


to Vancouver. The Board could say, "We will allow the rate 
to remain at $1.00, because you have proved 1, 2 ana 3) 


and now, looking at Sub-section 2, when we compare the 


and the application He vans 

THE CHAIRMAN: Your uge of the word "distance" is 
what causes uncertainty in my mind. You See, you put the 
basis of comparison as that of distance -- "just and reason- 
able when compared to the toll forthe longer distance". 

MR FRAWLEY: Yes, my lord. 

THE CHAIRMAN: Now, do I understand you to Say that 
the railway would not be allowed to put into effect a rate 
to Vancouver unless it Gave the same rate to Calgary? 

MR FRAWLEY: No, I do not mean that. 

THE CHAIRMAN: They might keep the rate to Calgary 
higher. 

MR FRAWLEY: They might; and the Board might 
countenance al] that after hearing the application, Sir, yes. 
THE CHAIRMAN: You would be content then? 

MR FRAWLEY: If it had been adjudged, as I Say it 
might be in certain circumstances and with certain rates 
in mind, that the rate to Edmonton was just and reasonable 
when compared to the rate to Vancouver, and as I Said--- 

THE CHAIRMAN: How could it be just and reasonable 
On a mileage basis? 


MR FRAWLEY; Well, there are-.- 
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THE CHAIRMAN: Do you mean competition? 

MR FRAWLEY: Yes, there are circumstances there, 

THE CHAIRMAN: You are Setting back to com- 
petitive rates, are you? 

MR FRAWLEY: Well, there 1s always that com- 
petitive PaGey, “Sirs MWe Cannot get far away from competitive 
rates in this discussion. One is a competitive rate to the 
port, and all I Say is that there must be, before the higher 
rate to the intermediate point is allowed, an Xamination of 
its justice and reasonableness and--- 


THE CHAIRMAN: Is not the uSual test of a com= 


Competitive rates. 

MR FRAWLEY: Not to these Violating rates, not to 
these long and Short haul Violating rates. Then we have a 
complete and Separate code in 314 a. 

THE CHAIRMAN: Now, your code is here; it ig just 
this part Of the code I am dubious about. You Say. at aus 
times it shall be just ana reasonable. You mean to say in 
respect of all places, aij localities, I suppose, but you 
put it, "when compared to the toll for the longer distance," 

MR FRAWLEY: Well, you see how--- 

THE CHAIRMAN: Fa G age leet a ioe the competitive 
rates of which you are adjudging the Measonableness, it is 
the Calgary rate. 

MR FRAWLEY: Yes, and it must be a rate which ig 
included in the longer distance. It must be Calgary to 
Edmonton to Vancouver, and all this section says ig that 
this rate to the shorter place, to the shorter distance, must 
be just and meaSonable when compared to the rate for the 


longer distance. 
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THE CHAIRMAN: Whenever 2 rate for a shorter dis- 
tance -- that LEG Mte Calgary -- ig Sreater, or ag Great as, 
I suppose, a rate to a longer distance, 

MR FRAWLEY: Which is included; in which the 
Shorter is included. 

THE CHAIRMAN: Lt 1s the Calgary rate that must 
be considered. 

MR FRAWLEY: That is right. That must be de- 
clared to be Just and reasonable when Compared to the rate 
to Voncouver, the longer rate. That is PIENE) girs 

THE CHAIRMAN: ana if Vancouver Pays only $1.00? 

MR FRAWLEY: tf Vancouver pays Only Sl 002s 

THE CHAIRMAN: Then how much Should Calgary pay? 

MR FRAWLEY: The rates would be there, sir. The 
rates would be, as you yourself said at the beginning of 
this discussion -- there would be a rate there. Let us 
Bayo tei is $2.00, the result would depend upon what kind 
of rates you took. You could take a fradation of compar- 
Lsons. You could say the rate to Vancouver was $1.00 and 
the rate to Calgary was $1.05, Now, I say that the Board 
could say that that rate to Calgary was just and reasonable 
compared to the rate of $1.00. AS a matter of fact, as far 
a8 I am concerned, my section is there, and they could 
declare it all to be, but I Say it would be more difficult 
when the rate is $2.00 to Calgary and $1.00 to Vancouver. 
It is less difficuit When it is $1.50, it is even less 
difficult when it is $1.05. That is the Scheme of things, 
air. 

COMMISSIONER ANGUS: The limit to the present 
difference is the rate back, isn't it, from Vancouver to 

2algary? 

MR FRAWLEY: Some Such horrible thing as that, 
Sir. It is the rate back. They think we are lucky when we 
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do not pay any more than the rate back. 
THE CHAIRMAN: In any cage the Board might say to 
the railway, "Very well, you can have your $1.00 rate from 


Toronto to Vancouver, Provided you Bive Calgary ai cut 


{t 


too. 
MR FRAWLEY: No. 
THE CHAIRMAN: Might, I Say. 
MR FRAWLEY: Oh, yes. 


THE CHAIRMAN: That is what Calgary would expect. 


MR FRAWLEY: But the railways would have to 
decide that for themselves, Sir; they would have to decide 
that. They would be refused first. Let ts assume they 
would be refused the rate. Then they could EO back to 
their offices anq say, "Well, we will try some other rela- 
tion of rates, and instead of charging $1.00 and $2.00 we 
will charge Vancouver $1.50 and Calgary Something more than 
that, $1.75 or Something of that sort." 

THE CHAIRMAN: You think that would be just and 
reasonable? 

MR FRAWLEY: fT do not say, sir, Then they would 
Submit that to the Board, but in the result-—- 

THE CHAIRMAN; And what would Calgary say? 

MR FRAWLEY: Well, you see, I cannot make this 
point too much, sir. All that would have to be declared 
whether Calgary was there Or not, you see. The railways 
would have to Satisfy the Board--- 

THE CHAIRMAN: Calgary would be there ald Plenty 
You are here today. 

MR FRAWLEY: Well, Calgary might be there because 
they were go interested in these things, that is ou iN baer eo 

COMMISSIONER ANGUS: Mr. Frawley, this plan that 
the rate must be compensatory and must not involve a loss 


to the railway, would that be applied not merely to the 
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rate to V ncouver but to the whole System of rates that 
had to arise from it, that is to Say, this block of rates? 
The railway might 80 to the Board and Say, "All right, the 
rate of $1.00 to Vancouver, we can prove that that will 
add to our income," but the Board says, "Oh, no, but if 
you do that you would have a block of rates that includes 
Edmonton and other Places On the same commodity, so that 
your income would be further decreased." Must the railway 
then go away and make calculations to Show that even under 
those circumstances these changes will be profitable to the 
railways? 

MR FRAWLEY: Well, .of course, the Board does not 
Say, "Now, we will only let you charge $1.00 if you charge 
Calgary $1.00 too." They decide whether or not they shall 
be allowed to put in that rate, and these pertinent facts 
must be there and must be satisfied before they can make 
that ieee 

THE CHAIRMAN: Well, you see, you have already 
given these other tests, that is to Say, the existence of 
actual and compelling competition, and then that the toll 
18 not lower than necessary to meet that competition. 

MR FRAWLEY: It must meet that test too. 

THE CHAIRMAN: And that there is a reasonable 
expectation that the net earnings will be greater. 

MR FRAWLEY: Greater, 

THE CHAIRMAN: And after al.l that is done you 
have also to show that this SOll wmich is applied for must 
be just and reasonable to all intervening points. 

MR FRAWLEY: No. 

THE CHAIRMAN: Because you canno't select Calgary. 

MR FRAWLEY: You can select any point that is 
higher, that is charged at the moment higher. 

THE CHAIRMAN: Charged what would be proportion- 
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ately higher. You say "just ana reasonable when compared 
to the toll for the longer distance". 

MR FRAWLEY: That is quite rient, Sir; and you 
have to compare this $1.00 rate with $2.00 at Calgary, 
$1.50 at Regina, $1.25 maybe at Brandon, and go on. 

THE CHAIRMAN; And show that it is just and 
reasonable, 

MR FRAWLEY: And you have to Satisfy the Board 
that these intervening rates, the $1.25 at Brandon, the 
$1.50 at Regina and the $2.00 at Calgary, are Just and 
reasonable when compared to the $1.00 at Vancouver, 

THE CHAIRMAN: Lean understand them being just 
and reasonable aS between railway and Shipper, but ag soon 
aS you compare them with Vv neouver, which igs farther away 
and gets a Great deal lesser rate, I do not know what 
would become of your test of just ana reasonable: would it 
be the necessities of the railroad? 

MR FRAWLEY: No, my lord. If they are charging 
Celgary $1.00 ang Veneouver $2.00, and they have to Satisfy 
the Board that the rate of $2.00 is just and reasonable when 
compared to $1.00, 1 think it would be ratherdfficult to Show. 

THE CHAIRMAN: I know, but Supposing it is only 
10¢ or 5¢¢ 

MR FRAWLEY: Then I think they would show It, and 
the case would be finished. 

THE CHAIRMAN: Well, how would they show it? How 
would they show that it igs just to charge Calgary 10¢ more 
than Vancouver? 

MR FRAWLEY: Because they would say, "We have com- 
Petition to meet at Vancouver," 

THE CHAIRMAN: You always get back to competition. 

MR FRAWLEY;: That is a circumstance which justifies. 

THE CHAIRMAN: You see, you have already put your 
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three Strings on competition -- One, two and three; they 


are, actual and compelling competition, competitive tol] 


are not leaving their tolls too highs; that is what you are 
MR FRAWLEY: That is right, that is right, my 
THE CHAIRMAN: Why don't you just make it number 


MR FRAWLEY: Well, I do not think it would make a 
great deal of difference, sir, | 

THE CHAIRMAN: I think it would. I really remain 
very dubious about what the Board could Possibly do, having 
got through One, two and three, and then being met with 
this other "just anda reasonable when Compared to the toll 
for the longer distance." I would be very much afraid of 
how that would work out. 

MR FRAWLEY: Well, my lord, it would Sive--- 

THE CHAIRMAN: [It 1S bound to create all sorts of 
controversy. yoy Say yourself that apparently $2.00 as 
Opposed to $1.00 would be unjust and unreasonable. 

MR FRAWLEY: fT would think the Board would find 
that, yes, 

THE CHAIRMAN: ana $1.10 as Opposed to $1.00 in 
your judgment would not be unreasonable. 

MR FRAWLEY: It might or might not, sir; but it 
would be not go likely to be adjudged unjust and unreason- 
able; but the Board would have to, after listening--- 

THE CHAIRMAN: I am sorry to take so much time, but 


I think it must be talken, because it ig a very big question. 
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MR FRAWLEY; Oh, yes, my lord. 

THE CHAIRMAN: Here is a rate between Toronto 
and Calgary which up to the Present has not been disputed, 
therefore it hag been assumed to be just and reasonable, 

MR FRAWLEY; Well, I would not like to agree 
that it had not been disputed, Sir, because all these 
rates--- 

THE CHAIRMAN: mam, Just Supposing a rate that 
has not been disputed. 
MR FRAWLEY: Has not been OnE Cie lass 

THE CHAIRMAN: Perhaps there are none now that 
have not been disputed, but just Supposing one that has 
not, from Toronto to Calgary, Going on, and here EGirlse 
here is the commodity and here is the rate; we will Suppose 
that rate may be $2.00. 

MR FRAWLEY: Let us take one actual rate, $2.58 
to Calgary and $1.40 to--- 

THE CHAIRMAN: J[ am not taking a rate that you 

had in dispute; I am assuming one that is not in dispute. 

MR FRAWLEY: Then leave that one out. 

THE CHAIRMAN: We will Say it is $2.00 on some 
commodity from Toronto to Calgary, and things are function- 
ing satisfactorily that way as between Shipper and con- 
Signee and railway; then one day the railway says, "We want 
to carry the Same goods out to Voincouver for $1.00." How 
then does that make the rate from Toronto to Calgary un- 
reasonable or unjust? 

MR FRAWLEY: This section would require that 
there be an examination of it from that point of view, sir. 
The statute would require that the two things be examined 
in that particular Setting. That is what my statute would 
do, sir, 


THE CHAIRMAN? It seems to me that either 2 com- 
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then what you might call a General revision Of all inter- 
vening rates, that is a very different thing. 

MR FRAWLEY: My ord © et me point out to you 
the importance Cie that intermediate --_ 

THE CHAIRMAN: You have nothing to 80 by except 
the loose words "just and reasonable". 


MR FRAWLEY: My lord, let me point out to you 


ETEt1é light on it. There is a rate now, as your lordship 
Says, from Toronto to Calgary of $2.00, and it has not been 
questioned, and 1) 4s doing its work, and then the railway 
Says, "We want to put in a rate of $1.00 to Vancouver, 

THE CHAIRMAN: How does that hurt Calgary? 

MR FRAWLEY: Your lordship will see at once that 
1t would hurt Calgary, Goods would 80 to Vancouver for 
$1.00 and start coming right back into Calgary from Van- 
couver, and Calgary would have no Protection against a rate 
like that. 

THE CHAIRMAN: Then there might be a place there 
for a rule which would prevent the Goods from coming back 
all the way to Calgary at that--- 

MR FRAWLEY: Well, yes, my lord, but, with 
mespect, “I think then that would be a difficult sort of rule. 
You would not want to be prohibiting the movement of goods. 

THE CHAIRMAN: The Board must have something in 
mind when it is adfiudging "just and reasonable". 

MR FRAWLa:'y: Yes, but all I mean to Say, my lord, 
1s that they could not approach it from the standpoint of 
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prohibiting the movement, 

THE CHAIRMAN: How could they approach 1t? 

MR FRAWLEY: From the Standpoint of the rates, 
Chabal... am only thinking of the constitutional 
question. Perhaps I Should not be bothereqd--- 

THE CHAIRMAN: What you would say there would be 
unjust and unreasonable would be the Possibility of 
Shipments S0ing all the way to Vancouver and back to 
Calgary at less or not more than the direct Shipment from 
Toronto to Calgary. 

MR FRAWLEY: Thatets right, sir, 

THE CHAIRMAN; That is unjust to Calgary, you Say. 

MR FRAWLEY: J[ think that is unjust and unreason- 
able to Calgary. 

THE CHAIRMAN: It is not any more than they paid 
before, 

MR FRAWLEY: No; bur they might have their duly 
established businesses invaded by nothing but this action of 
the railway. 

THE CHAIRMAN: Invaded by whom? 

MR FRAWLEY: By Vancouver people. 

THE CHAIRMAN: You mean by people shipping back? 

MR FRAWLEY: Shipping right back into Calgary, and 
2 distribution territory which Calgary had built up would 
Suddenly Shrink to nothing. 

THE CHAIRMAN: You are not thinking there of the 
consumer, you are thinking of those who are interested in 
Calgary-.- 

MR FRAWLEY: That 1s quite right, my lord -- the 
distributors immediately and the consumers very quickly and 
rapidly @8sociated with then. 

THE CHAIRMAN’: That seems to me the test, then. 


It would be in favour of these centres, and it would have to 
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provide that there could not be these back shipments which 
would prejudice the business Standing of these intervening 
communities; is that SO? 

MR FRAWLEY: Yes. When your lordship says--- 

THE CHAIRMAN: Why don't you say so? 

MR FRAWLEY: Well, it is surely ali there, sir. 
Io mean, it must be judged, the Teasonableness must be 
Judged, after a comparison of the two rates. 

THE CHAIRMAN: [ know, but whose reasonableness? 
For instance, the consumers in ang around Calgary might 
hail that with JOY and Say, "Here, we are going to get 
these things from Toronto at so much less now. We will 
have a lesser rate. Bring them back from Vancouver if we 
have to." 

MR FRAWLEY: Well, my lord, I think that for the 
whole economy of Alberta that would be a very wrong thing, 


to see Vancouver--- 


(Page 22037 follows) 
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THE CHAIRMAN: Why, I Say, do you not Say So 


in specific language? 


MR. FRAWLEY: You mean, limited to that sort 


Of case? 


THE CHAIRMAN: Yes 
MR. FRAWLEY: My lord, it might have been 
practised in the - — 
THE CHAIRMAN: And give that as an example, 
MR. FRAWLEY: That is exactly why I dia give 
it to your lordship. 
THE CHAIRMAN: Not for me; I mean, in the 
Act. The long haul are you talking of, and the short 
haul, and one of the tests is to be of competition, 


that no competitive rate shall be fixed which will allow 


Goods to be Shipped back to an intervening Point, ate 
less rate or the Same rate as directly from the point 
Of origin to that particular point. in that case, why 
not say so? 

MR. FRAWLEY: Welt 7 mean, to put that in 
the Statute would tint At “to “one “SS 

THE CHAIRMAN: You See, the words you put in 
were "just and reasonable", 

MR. FRAWLEY: Compared, yes, to the rate for 
the longer distance, and I would like to think that over 
and above the matter of invasion of distribution territories 
there might be Something else to be said, 

THE CHAIRMAN: You See, under the Act so far 
interpreted we have been told many many times that these 
words "just and reasonable" have in consideration three 
parties, the railway, the shipper and the consignee, 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: Now, who is going to suffer by 
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this very rate you are afraid of for Calgary? Who 
would it be? The Shipper from Toronto or would it be 
the consignee in Calgary or Vancouver or who else would 
it be? 

MR. FRAWLEY: [I Say the consignee in Calgary 
would suffer, 

THE CHAIRMAN: Tf see, why? 

MR, FRAWLEY: Because, I submit it is essen- 
tially wrong that they would be paying a rate which 
theoretically involves a trip to Vancouver and back 
and the costs that are involved in such a movement. 

THE CHAIRMAN: ‘Then he could apply, or some- 
body on behalf of the consignees, the consumers I 
Suppose it would be, they would apply for a lesser rate 
between Toronto and Calgary direct? 

MR. FRAWLEY: Well, he might apply for a 
rate graded for distance which would be less to him 
than to Vancouver,. Well, that is true, but then what 
luck he would have about that is - - 

THE CHAIRMAN: (Can you tell me where you stop 
with this blanketing - back? You wouldn't stop at 
Calgary? 

MR. FRAWLEY: No, Calgary is just an example, 
We showed the Commission violations as far back as 
Bonheur, in Ontario, near Port ‘Arthur, or Something. 

THE CHAIRMAN: But I mean the other way, west. 

MR. FRAWLEY: [ perhaps don't - « 

THE CHAIRMAN: This is down further between 
Calgary and Vancouver, 

MR. FRAWLEY: Well, there are not any dis- 
tribution centres -- well, there is Revelstoke in a 


very small way perhaps. 
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THE CHAIRMAN: There may be, 

MR. FRAWLEY: There may be, yes, but a place 
like Revelstoke wouldn't get that. 

THE CHAIRMAN: Do you think if we leave the 
language this way the Board will know how to interpret 
it? 

MR. FRAWLEY: Yess my Lord ,tiendniat think it is 
better to have it Wide open than to limit it, with 
respect, 

The railways are Weny fond of labelling 
rates and objecting to comparisons made between what 
they call unlike rates. Perhaps the extreme in this 
regard was reached at page 16020, Volume 80, where 
the following question was put to Mr. Jefferson: - 

"Well, then, no matter how many times 

greaterthan the competitive rate was the 
intermediate rate, the fact was of no 


Significance to you?" 


And his answer was:- "No!, 

This is an absurd position. If you charge 
an intermediate point more than a competitive point, 
What fairer comparison of the level of the inter- 
mediate charge can you have than the rate which is 
applied to the competitive point? The concept of 
"reasonable per se" ig meaningless where the problem 
of long-and-short-haul discrimination is involved. 
"Reasonable per se" must involve a comparison of 
rates to similar points in the same area and that 
immediately ignores the problem which Suggests the 
comparison -- namely, the discrimination. 

A homely example may serve to point up this 


Particular problem. Bill Jones, a negro, complains 
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of the fact that the treatment he receives in the 
community is discriminatory, 

THE CHAIRMAN: You don't Say in relation to 
Mr. Armstrong, do you? 

MR. FRAWLEY: Well, he might come from a 
neighbouring island, 

THE CHAIRMAN: You are not making him a negro? 

MR. FRAWLEY: tf he resides in the community, 
but he hag probably been transplanted into Georgia by 
that time, 

| Now, it is no answer to his contention to tell 
him that he receives reasonable treatment because Lit 
is the same as that accorded to his neighbours, Jack 
Brown and Joe Smith, who also are negroes, 

COMMISSIONER ANGUS: Of course you might take 
a commonplace example. From the point of view of the 
railways won't the problem look just like this? How 
much must you give the dog in the manger to stop him 
barking? 

MR. FRAWLEY: Well, I am Willing to be the 
dog in the magger, and I am Willing to have offers from 
my friends to Stop me barking and that may be any fair 
rate. 

THE CHAIRMAN: In the example you have given 
us previously, Calgary is the dog in the manger? 

MR. FRAWLEY: Yes, according to Dr. Angus's 
Suggestion. If it is a dog that complains and thinks 
that he has been treated very badly, then Calgary is 
the dog in the manger --~ I would just say, without any 
manger to eat out PEANT think. 


THE CHAIRMAN: Seriously , might not Calgary, 
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this intervening point, put Up a case that the railway 
cannot give this Special rate to Vancouver, Then what? 

MR. FRAWLEY: I want to understand your 
lordship. 

THE CHAIRMAN: I say, might not this inter- 
vening point try to show that this Special rate to 
Vancouver ought not to be Sranted? 

MR. FRAWLEY: No, it could be granted, there 
would be no question about that. That would be the 
business of the carrier and the Board, as to whether 
it should be granted, 

THE CHAIRMAN: Yes, I know, but Calgary would 
Say: "You mustn't Grant it unless you grant us 
Something in return”. 

MR. FRAWLEY: Calgary would Simply point to 
Section 2 and Say that that must be Obeyed, and if good 
results come from the obedience to Section 2, that Se Bh ol 
ae 

THE CHAIRMAN: You would imply then that the 
Special competitive rate to Vancouver could not be 
Sranted unless a Similar reduction was made to Calgary? 

MR. FRAWLEY: ‘That is a quick answer, to 
Satisfy the Seotionhy referred to, but I am inclined to 
believe that Calgary would not be there, 

THE CHAIRMAN; No, no, but Calgary might 
be there. Yoy cannot keep it away because you have 
already provided that no rate shall be discriminatory 
against any locality. 

MR. FRAWLEY: Well, it may be, but Calgary 
Would be a necessary party to any Such - - 

THE CHAIRMAN: You see, even if Calgary 
isn't there it will be the duty of the Board itself 
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to consider-it, 

MR. FRAWLEY: Yes, quite go, 

THE CHAIRMAN: Not only Calgary. 

MR. FRAWLEY: Not only Calgary, but every 
Place back of where the breaking point comes, that As 
PIL. 

THE CHAIRMAN: What would be left then of 
your competitive rate proposal? 

MR. FRAWLEY: The transcontinental competitive 
Pome? Well, af it oan Satisfy these conditions, it goes 
an, Si YP. 

THE CHAIRMAN: If you can, yes, 

MR. FRAWLEY: And it Satisfies these conditions 
and satisfies the further Sub-section we have been 
discussing, and then they are permitted to put it in. 

AS a matter of fact, my lord, LOOM recedes 

THE CHAIRMAN: You would then have one of 
these loose considerations that the public would have 
to make up doe about. You See, these are more 
positive, actual competition, tolls at a certain level 
end so on, but then you come to this loose one, | "Just 
and reasonable", Different Boards might have different 
views as to what is meant by that, but there it 35 
and then you would have your appeal to the Governor 
Cach time, I Suppose? 

MR. FRAWLEY: Appeal under Section Ber 

THE CHAIRMAN: Yes. 

MR. FRAWLEY: Yes, my lord, 

COMMISSIONER ANGUS: Mr. Frawley, wouldn't 
the distributor in Calgary be exposed to the competition 
or the distributor in Vancouver even if the goods came 


by water? 
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MR. FRAWLEY: Ol. Yes 

COMMISSIONER ANGUS: JI mean, he has to Suffer 
from that Position being such and such a distance by 
rail from a port, and if the railway is only meeting 
the competitive water rate, is it actually making the 
position of the distributor in Calgary worse than 
before, 

MR. FRAWLEY: ‘The Calgary distributor |. has 
to face competition from the Vancouver distributor who 
brings in his goods by water, 

COMMISSIONER ANGUS; Yes, and if the Pat 
rate merely meets the water rate, has that competition 
become any worse, any Ereater? 

MR. FRAWLEY: Well, it is the same of 
course, 

COMMISSIONER ANnGus: That is why I am asking, 
when I speak of the dog in the manger, what is the 
grievance of the distributor in Calgary? 

MR. FRAWLEY; Because, thanks to this road 
in Vancouver his distribution territory is invaded, 

COMMISSIONER ANGUS: It would be invaded from 
the sea anyway if that rate was 8iven., 

MR. FRAWLEY: He would have to put up with 
that. He has no grievance against anybody so far ag 
that is concerned unless the back haul rate ig too low. 

COMMISSIONER ANGUS: But I asked you Just now 
if the rail rate had made his posttion any WOTSG, -srid 
you said "No", 

THE CHAIRMAN: You See, all other competition 
is from the sea, isn't it? If it ig by sea all these 


things are happening anyhow. 
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MR. FRAWLEY: of course, the same time. 

THE CHAIRMAN: What you say on behalf of the 
Calgary distributor -- because he is the one you are 
apparently speaking for now - - 

MR. FRAWLEY: Yes, my lord. 

THE CHAIRMAN: If the g00ds come around by 
sea, there is no railway competition. The railways 
have not lowered the rates and it would not be the same 
competition existing. 

MR. FRAWLEY: Insofar as water competition 
is concerned, insofar as the rate igs put in to meet 
water competition, I think it just mathematically 
follows, I don't think there is any question about that, 
but a good many of these rates to Vancouver are made 
to meet market competition and to that extent other 
considerations apply. 

THE CHAIRMAN: What do you mean by market 
competition? 

MR. FRAWLEY: Competition between two or 
more shippers Shipping through a common point. Now, 
mheve Tayibén. /a 

THE CHAIRMAN: You mean, Vancouver being 
the market ? 

MR. FRAWLEY: And Vancouver being the market. 

THE CHAIRMAN: If Vancouver is the market, 
the goods Stay there? 

MR. FRAWLEY: No, they could stay there, be 
turned around and deep/dis tributed out of Vancouver. 

THE CHAIRMAN: You are getting back to your 
competition, you see, to the possibility of the same 
Soods getting there by sea at a lesser rate. Is Calgary 


any better off in that case? 
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MR. FRAWLEY: Uf it is water competition and 
the rate is made to Vancouver to meet water competition, 
then Calgary is in the same position, whether they come 
by water - - 

COMMISSIONER ANGUS: Wouldn't that bring 
market competition YOO. DE Goods are being sold in Vancouve 
at a low price which can be Shipped on to Calgary at 
the rate Vancouver-Calgary 3; if a low rail rate is put 
in to meet market competition and to enable Eastern 
Canadian goods to be SOld at the same price, they too 
can be shipped back. But whether it means the market 
competition was present because foods were being sold 
cheaply in Vancouver, are they a menace to Calgary in 
your sense if no one igs prepared to pay freight from 
Calgary to Vancouver and Vancouver to Calgary? 

MR. FRAWLEY: I am not SO certain that the 
Same considerations apply. 

COMMISSIONERS ANGUS: Well, suppose steel 
Pipe from Britain is being sold from Vancouver and a 
rate is put in to enable the same pipe from Hamilton 
to be sold in Vancouver competitively with the British 
Steel pipe, you Say that is unfair to the distributor 
in Calgary because the steel ‘pipe can be shipped 
back from Vancouver to Calgary by paying the rate 
between those two points, but the British Steel pipe 
could have been Shipped through before that market 
competitive rate was put in. 

THE CHAIRMAN: That is, by sea to Vancouver. 

MR. FRAWLEY: Well, just how that aL tuation = 2 

THE CHAIRMAN: Well, perhaps that is a problem 
you would leave to the Board in each case under these 


words "just and reasonable", 
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MR. FRAWLEY: Well, of course that is why I 
would rather leave it wide than try to qualify it in the 
Statute itself, because T would like to make it certain, 
Sir, that this is not in any sense an application or 
could be considered to be an application for a blanket 
Pate. | 1b 18) Just an application which puts more of a 
burden upon the railways before they are allowed to 
violate the cardinal rule of the long-and-short-haul 
principle. 

THE CHAIRMAN: Yes, well, this then reverses 
the ordinary state of things and provides for any 
point which is paying a higher rate, Say, than a point 
further off that is paying a lesser one - - 

MR. FRAWLEY: That is right. 

THE CHAIRMAN: Complaining to the Board if he 
wants to? 

MR. FRAWLEY: I think I would have to say 
that. I keep Saying these intermediate points would not 
be there, but they certainly would complain. 

THE CHAIRMAN: The Board to take notice of 
those, 

MR. FRAWLEY: That is right, and they would 
perhaps be there to protect their interests in the 
disposition of the application itself, 

Sub-Section 3 of the amendment deals with rates 
creating long-and-short-haul discrimination which are 
made because of market competition. We are not content 
to leave this matter as it is today -- entirely in the 
hands of the railroads. We have shown that market 
competition is an important factor in creating long and 
Short haul discrimination. As our amendment states, 


we want the rights of all localities protected from the 
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DISSibility of discrimination because of rates made to 
meet market competition, 

THE CHAIRMAN: Now, pardon me, I would like 
to know, are you talking of market competition between 
importers opr producers Shipping to the same market? 

MR. FRAWLEY: Producers Shipping to the same 
market. The example we had was Vernon to Toronte, 
Brooks to Toronto and Vancouver to Toronto, 

THE CHAIRMAN: That is market competition 
between Shippers then? 

MR. FRAWLEY: Yes, my lord, Now I deal with 
the final part of my brief on long-and-short-haul. 

THE CHAIRMAN: Pardon me a moment, I am sorry. 
I want to discuss that with you. This Sub-section (3) 
ts in your amendments 

MR. FRAWLEY: Yes, sub-section (aus 

THE CHAIRMAN: Let us look at that. You say 
that no toll which has been approved or allowed under 
the provisions of Sub-section (1) (you don't bring in 
e there), no toll which has been approved or allowed 
under the provisions of Sub-section (1) of this Section 
between two points for the purpose of meeting competition 
flowing to or from 4 third point, shall unduly 
prejudice other regions or destinations; but isn't 
Four point of departure rather awkward there? You see, 
you say:- "No toll which has been approved", 

MR. FRAWLEY: Yes, my lord, and then complaint 
might be made. It has been approved and then it can 
be the Subject of a complaint because of people who 
feel they are suffering by virtw of Sub-section (3). 

THE CHAIRMAN: And that is the test that 


Would come in after the event? 


WE we ah aes 
5 0a 
as v tee 


RRO sea Sige: i crak 


fi 


Oye: Epa 


Mi woke ‘j 


i 2 Ape why ys ree 


OAS! © 


Aniciy iio? of 


4 Se oy atk ote 
Tt a ye wot ean 


SOS 


“fe ye Ho So tink, ota 
juif rath cee ine 7 a ib i> es A a) neti ? ve: 
rrim kas o ont" 


Ley ei Fe es a Ao 


ee Be ticio 8 KO bh 


kth dy Nga apting tro ae 


MR. 
It might help 
THE 
no toll which 
Other regions 
MR, 
THE 


~ 22048 . Mr. Frawley 


FRAWLEY; Yes, my lord, after the event. 
if I gave your lordship an example. 
CHAIRMAN: I want CO LKNnoOWs = you say that 
has been approved shall unduly prejudice 
or destinations? 


FRAWLEY: Yes, 


CHAIRMAN: That is a very wide expression, 


"unduly prejudice other regions or destinations" 


MR. FRAWLEY: If f give your lordship an 


example it may make it Clear. There is a movement of 


Salt from Neepawa gManitoba, to Saskatchewan destinations; 


there is a movement of Salt from Unity, Saskatchewan to 


Saskatchewan destinations, 


(Page 22052 follows) 
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MR. FRAWLEY: Now, there is also salt 
menufectured at Lindbergh, Alberta, end to enable 
Lindbergh gsslt to market in the same destination rates 
ere given by one of the railways lower then the rates 
from Lindbergh to intermediate points, That is to say 
Some intermediate point over in Alberta or Saskatchewan 
intermediate to the destinetion, 

THE CHAIRMAN: That is, the intermediate peys 
more ? 

MR. FRAWLEY: To the common market, yes, the 
intermediate point. Suppose thet Saskatoon is the 
destination and there is solt moving from Unity and 
Salt moving from Neepawa, Manitobs, and now the salt 
moves down there from Lindbergh to the Seskatoon market, 
but the rollweys to enable that Lindbergh sslt to 2eG) in 
there and meet thet market competition from Unity and 
from Neepawa, will Bive a lower rate to Saskatoon then 
Sey Lloydminister or some intermediate point. Now, 
thet is a rate to meet market competition, All we say 

is that any toll which has been approved or allowed under 
the provisions of this Subsection (1) shell not unduly 
prejudice other origins or destinetions. 

THE CHAIRMAN: Then the question is, why wes it 
allowed? 

MR. FRAWLEY: Why was the rate allowed? 

THE CHAIRMAN: Yes, 

MR. FRALWEY: Well, it is allowed prima fecie, 
as it were, 

THE CHAIRMAN: Once the rate is there, sllowed 
end operating, what do you mean when you ssy it shall not 
unduly prejudice other origins destinations? What sre 


YOu going to do avout 10 if 41t. does? 
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MR. FRAWLEY: Tt must not unduly prejudice 
other origins or destinations, 

THE CHAIRMAN: I con understand thet ag 4 test 
for its being allowed or not, but you Say once it has 
been allowed and Spproved then sfter sj] that shell not 
unduly prejudice other origins or destinetions, 

MR. FRAWLEY; Weld 17 Simply comes down to 
this, My Lora, These people who would now make a 
complaint might not heve been interested in the matter 
at all. The Board might have hed no regard to their 
rights or their prejudices while they were considering 
the application, If they hed then this section would 
be taken care of, 

THE CHAIRMAN: Haven't they the right to 
complain? It would be discrimination, would it not? 

MR. FRAWLEY: Yes. They would make a 
substantive compleint later, 

THE CHAIRMAN: Why didn't you say so instead 
of seying "unduly prejudice other origins", What is 
en origin? 

MR, FRAWLEY: A shipping point, any shipping 
point or destination. Origin only means Shipping point, 

THE CHAIRMAN: Any other point of Shipment or 
destination? 

MR. FRAWLEY: Of the same commodity. 

THE CHAIRMAN: Yes, but why do you say shall 
not unduly prejudice. All you mean is this, thet here 
is an unjust discrimination created by 9 rate? 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: Under the Act to-day, has not 
every locality the right to eppesl? 

MR. FRAWLEY: Yes, I suppose it could heve 
been teken caree of that wey. It is simply to moke --- 


THE COHAIRMAN: I am afraid if you try to take 
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care of these things in too many ways, you will fell to 
the ground emong ell of the Stools, To Say here igs 3 
rate thet has been “pproved and ellowed efter they have 
passed the usual testg for competitive rates, but then 
after it hos beer approved or allowed, it shall not 
unduly prejudice, you must meon "discriminate against" 
or "be uhjust op unreasonable towards other localities", 
That is the wording you have used before? 

MR. FRAWLEY: Yes. Other places Shipping 
the same commodity or receiving the same commodity. 

THE CHAIRMAN: Why don't you use the same 
lenguege and then we will know what you are talking 
ebout? You heve ssid the present Act 314 provides - 
you are not sure whether you are changing thot or nots 
here "no toll shall be cherged which unjustly dig- 
criminates between different POGe 11 oes? 

MR. FRAWLEY; Yes, My Lord: 

THE CHAIRMAN: Isn't that there already? 

MR. FRAWLEY: Yes Sir, This simply Says that 
8 toll which hos been approved must not unduly prejudice 
other points Shipping the some commodities, 

THE CHAIRMAN: Yes, that is right: and have 
you not already covered that when you say "no toll shall 
be charged that unjustly discriminetes between different 
localities"? Here is a toll which has been charged, end 
this locality Says, this is en unjust discrimination 
against us, Now, the locelity might be a shipping 
locality or a receiving locality, 

MR, FRAWLEY: Yes, My Lord. 

THE CHAIRMAN: I think the Act as it is now, 
1s very properly worded. When you use that languoge in 
one section end then in another convert it into "shell 


not unduly prejudice other origins or destinations" then 
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one wonders wheat you sre talking about » Whether there 
must not be osomething different. Do you mean anything 
different than that; that no toll shall be charged which 
unjustly discriminstes between different localities? 
Is that what you mean? 

MR. FRAWLEY; Yes, I would Just like to 
consult with Mr, Harries for 5 Second. I don't know, 
My Lord. I am not certain whether my time is going to 
run out this afternoon, whether I am going --- 

THE CHAIRMAN: T want to look into this 
because really with ali this put an), “Vou apperently 
cover the same thing. You ere lisble to run into 
trouble, 

MR. FRAWLEY: 314-4, 7 see the point Your 
Lordship is meking, I will exemine this Section 314A 
Subsection 3 in the light of 314 subsection 4. 6 Thoet 
is whst you are calling to my attention. I would 
like to have a chance to look at that, if I hove any 
time, 

THE CHAIRMAN: Hee, thin ao. 

MR. FRAWLEY: Now, on page H=15, the railways 
have called the Commission*s attention to Section 500 
of the United States Transportation Act, 1920, which 
reads: "it is hereby declared to be the policy of 
Congress to promote, encourage and develop water 
transportation, Service and facilities, in connection 
with the commerce of the United States, and to foster 
and preserve in full vigor both reil and water trans- 
portation", At page 15498 of Vol. 77, Mr. Jefferson 
Seld: "In the United States relief has generally been 
rejected in regsrd to transcontinental rates to 3 
Breater extent then in the case of other competitive 


rates because of the policy of Congress to afford 
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protection to inter-coastal Shipping", 

And the Commission will understand that 
he means they heve not been permitted to violate 
long end short heul rules, Thet is what relief 
being rejected means, At page 16033 of Vol, 80 of 
the Transcript Mr. Jefferpgon Wes asked to explain 
this Stetement, He Was asked: "In other words, you 
feel end you say that the Interstate Commerce 
Commission is méeking it difficult for the rails to 
compete with water corriers. Is that Corred tel nant 
"On transcontinentel traffic". Now, let us See what 
tHesd+sCyC. really does, 

THE CHAIRMAN: Pardon me o moment. Are you 
going to ergue that we should have some sort of 
policy of thig kind here? 

MR. FRAWLEY: No, My Lord, f am :.going to 
indicate there ig no reason to have the fear that 
Mr. Jefferson expressed, 

THE CHAIRMAN: We do not need any declaration 
of policy by Parliement? 

MR. FRAWLEY: [I think not, Sir) no 

THE CHAIRMAN: Porlisament did declare a 
policy when it enacted the Maritime Freight Rates Act 
an its preemble, you remember? 

MR. FRAWLEY: Yes? 

THE CHAIRMAN: You don't want enything 
Similar here? 

MR. FRAWLEY: No, My Lord. I oem not 
Suggesting enything like thet, Recent coses dealing 
with the relationship between the transcontinental 
rail retes and the intercoestal rates do not confirm 
Mr. Jeffersorts- Suggestion, In 1947, 268, I.C.C. 515, 


et page 519, the Commission seid: ---The nome of 
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the case is All bohmoatey Rail Rotes, 1947, 268 Dae. C 
S25)! as pege 519, when the Commission ssid: they, 
referring to the United States Maritime Commission, 
stress the necessity for Sharply increasing the level 
of the rail retes, if domestic water operations are 

to be Supported by adequate revenues efter the return 
to private operation, This is urged es a predicate 
for their interest in the minimum charges of the rail 
lines, rather than aS @ request that we require 
increases in rates of one type of carrier to permit 
another type of cerrier to share the traffic which 
recently we have held the stetute does not require; 
end then at that point the Commission cites the case 
of Citrus fruits from Florida to North Atlentic 
Porus, 206 °1.C(C) ‘6274 635; and I went to read one 
Short passage from the case, the 1947 case which I 
have just Submitted, the case of All Commodity Rail 
Rates std. - They really relied upon what they hed 
Said in the Florida case, and in the Florida cease they 
Said this at page 635 "Counsel construes the issue as 
@ request that we require --- 

THE CHAIRMAN: Pardon me, you are reading out 
of a book? 

MR. FRAWLEY: Yes, My Lord, 

THE CHAIRMAN: Will you give me that one 
agein? 

MR. FRAWLEY: Yes, My Lord. "Counsel 
construes the issue as a request that we require 
increases for rates of one type of carrier to permit 
another type of carrier to shore the traffic." We 
egree with Counsel thet such is not required by the 
Statute, 
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THE CHAIRMAN: Whet is the epplication you 
meke of that here? How do you 8pply that principle? 

MR. FRAWLEY: Well, I would Sey thet there the 
I.C.C. took no Cognizence of the needs of water carriers 
in recent rail rates adjustments anq that is borne out 
by what they say in their Sixty-third Annual Report, 

In other words, I say that the Stetute there does not 
require any - in other words, this Statute that Mr, 
Jefferson was Speaking of, the Transportation AST OF 1920, 
I say it does not require that increases in rates of one 
type of carrier be permitted enother otype of Carrier - 
be so made ag to permit another type of carrier to shore 
UNG. Grafts co. And then I e411 attention to two Peasseges 
abt he Sixty-third Annusl Report at bage Oy the 
Commission Seys conditions in the inter-cosstal Piel 
thet is water - continue to be difficult; ond they then 
Sey, the operating ratio of the inter-cosstal carriers 
increased from Dono to 20B .9: 

THE CHAIRMAN: How do you apply thet to our 
Situation? 

MR. FRAWLEY: JI Say this, sir, This would 
hardly indicate that the Commission wes holding up the 
railway rates to the coast to permit the water coarricrs 
to Prosper, so that T Say that that is the reason why there 
158 no relief op So little relief from the long end short 
haul discrimination in the United States, Whatever the 
reason may be, it is not because of the effect of the rule 
with respect to water traffic, that is éll, I am only 
Seeking to enswer the suggestion that the importent thing 
ds that there is water competition there which keeps the 
rsil rates Up. 

THE CHAIRMAN: Keeps it up? 

MR. FRAWLEY: Yes, keeps the roil rates Ups. +3 
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Say thet there sre other reasons for it probably, 
Certeinly not this water Situetion. our position in 
connection with long and short haul discriminstion ig 
thet we went adequate protection for the Shipper and 
receiver at the intermediate point. We do not want to 
tie the reailweys! hends, and indeed the amendment that 
we propose will not tie the railweys' hands, Our 
amendment will Simply require thet certain fundementeal 
conditions be met before long and short haul violation 
is permitted, 

Now, before we 0 on to snother Subject, sir, 
I feel I shoulda Bo bagnm se. 

THE CHAIRMAN: We Will adjourn for 4 few 
minutes, 


MR. FRAWLEY; Very well, sir, 
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MR FRAWLEY: The next topic I want to discuss, 
my lord, is Interline Rates, but before doing that I want 
to go back to bage H-7, because Of the Statement that 
appears there, which reads: 

"There hag been an attempt to create misunder- 
Standing about the nature" —- 

what I should adq there is "of our position", of course; 
that is what it means -- 
"about the nature of the ‘actual anq compelling 
competition! which we indicate must be present before 
a long and short haul violation can be sanctioned. " 

Now, the misunderstanding arises in this way, 
my lord: The Canadian Pp Clr ie brief, at Dage 120 of Part 
II, contains this Statement: 

"As to the tirst-of these, that there Should be 
active and compelling competition at the Competitive 
boint, Canadian Pacific points out that Alberta has 
Overlooked the fact that potential, as well as 
active competition is recognized by the Interstate 
Commerce Commission (SeCVOLE TiC iG 106 at p. 110 
end 200 La 327). Apart from that, the principle 
applied in Canada in measuring the Propriety of com- 
petitive rates 1s identical with that suggested by 
Alberts ; 

Now, the next thing I want to call the Commission's 
attention to is what Mr. Harries Said in direct examination, 
in volume Gi tat Page 12046. At that point I was calling Mr. 
Harries! attention to that Statement, and Mr. Harries replied 
this way: 

"We would like to Say that the Cenadian Pacific 

Railway has Overlooked the fact that section 4 of the 
Interstate Commerce Act Specifically provides that 


authorization to depart from the requirements of the 
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Section shall not be granteg 'on account of merely 
potential water competition not actually in 
existence!" 

Now, the words in the United States Statute 
prohibit it. 

"Thé = two ea8e8 cited by the Canadian Pacific 

Railway Company show that the Interstate Commerce 
Commission Considers that competition is actually in 
existence ang not merely ‘potential', €ven though no 
competitive movement hag Occurred," 
And then Mr, Harries referred to the three cases which I 
have set out at page H-7. 

Now, when Mr. Jefferson Was giving Evidence later, 
in volume 77 On the 16th of February, Mr, Harries having 
made that Statement on the 7th of December, Mr. Jefferson 
Sald , at page 15482; 


liteds important to fxamine the five principles 


Asnto- tthe Pirst cor these, that there should be 
active and compelling competition at the competitive 
point, Canadian Pacific points out that Alberta has 
Overlooked the fact that potential, ag well as active 
competition is recognized by the Interstate Commerce 
Commission", 

and so on. Mp. Jefferson Simply repeated what had been Said 
in the brier. 

Now, the Only point we make, sir, igs that after Mr, 

Harries haq Madevlt quite clear that the American Statute 
Prohibited it, and we were using the words "actual and 
Compelling" not to eliminate what in a broad sense one may 


Consider ag potential competition but to define the term 


Py res 
a er 


dooms s 


FEyoae 
Ye aes 


~22064.- Mr. Frawley 


"potential" within reasonable limits, we think that it was 


~~ Wha Geshe?) »t Say 7 “<< Somewhat unreasonable to repeat 


2g2in what had been said in the brief, Now, I have taken 


that much time to clear up the matter. That is what we 


meant when we Said there hag been an attempt to create 


misunderstanding. 


Now, my lord, S0ing on to the matter of Interline 


rates, which 1S section fof the brief: 


INTERLINE RATES 
SS RATES 


the Transcript, volume 63, PP- 13200 to PGES) eeu vane 


higher levels than charged for Similar hauls On a Single 


railway. We Sscely a recommendation to the effect that a 


It was Pointed out that: 

ine é The present differences between Single-line 
and interline rates are often discriminatory against 
non-competitive points and in every case are dig- 
advantageous to non-competitive POLS... 

aie PPhere rare no adequate reasons that could 
Possibly explain the VaULeta Of methods of making 
interline rates at the Dresent time. 

3. The Board has never laig down 2 general prin- 
Ciple to be followed in the case of interline hauls 
but has confined its rulings to particular cases; the 
result of the Board's lack of policy has been to 
create discrimination between commodities. 

4. The Board's Suggestion' to the railways in 1920 
that some reduction be made in interline rates was a 


refusal to use its powers under the Act to enforce just 
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and reasonable rates. (See Memorandum on Interline 

Rates, 1922, 10 U SOV Tae 372; Transcript D. 13207 
(63)). Reductions in the local rates Granted by the 
Railways were totally insufficient and represent the 
minimum compliance with the Board's ‘Suggestion. 


5. The interline rate Situation Can never be 


Seems willing to adopt - remoyal of "unjust discrimin- 
ation" upon complaint. go long as in the Board's ming 
there is no Sesentiay difference between "unjust 


discrimination" and “unreasonableness", and so long as 


Standards of reasonableness in rates, Combination 
rates as much ag 60 percent above Single-line rates 
Will exist Side-by-side with Single-line rates. (See 
Transcript p. 13224) , 

COMMISSIONER INNIS: This new instrument that you 
EMSS oie rte ds that was a Suggestion of the Board, was that a 
device which they have for--. 

MR FRAWLEY: We lier notice the expression hag been 
used, and quotation marks have been put around it. fl am told, 
Sir, that the Chief Trarric Officer of the Board wrote at 
that time to the railways pointing out certain matters, but 
there was No order, no accompanying Order, no rule made or 
anything of that sort. 

That reference to the transcript at page 13224 
iS a map Showing the rate structure on cement from the Canada 
Cement Plant at Exshaw, Alberta, 

The Canadian Pacific Submission Part IT at page 87 
Offers certain Objections to the Alberta proposal. 
| 1. It ig Sta ted that interline movements of any 


real volume are to-day subject to Joint through rates. 


‘ 


suet 


te 


It may be (and in many cases it i's?) merely the 
Sum of the local rates. Our Proposal goes fur- 
ther than merely to advocate joint through rates, 
Eo Stipulates that they be Constructed on Single. 
Lite basis . 


(b) the actual volume of traffic moving at single 


rates and commodity mileage rates. These rates, 

by their very form, are not based on volume of 

individual movement. They generally apply between 

all Stations, whether any traffic has ever moved 

OP NOt. 

ane Phe Canadian Pacirig Submission further states 
that additional interline rates would apply only to 
Sporadic movements of traffic, This contention ignores 
the fact that traffic flows are often largely detep- 


mined by nature of the rate structure, Where great 


the lower rates, Tras; é community will draw its 
brick of cement over 23 long single-line haul, rather 
than a short interline haul. Uf there be only a 
Slight VOlume of interline traffic, that could well be 
the effect of the lack of interline rates, 

oot) THs Canadian Pacific also says it is always 
Prepared to g:rant interline rates where "necessary", 


But either in the Canadian Pacific Brief nor in the 


Evidence of Mir. Jefferson ig there any attempt to 
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formulate, for the information of the Commission, 
a consistent meaning of the all-important word 


"necessary", That is merely a convenient verbalism. 


4. The Canadian Pacific has also pleaded the 
additional costs of interline hauls as a reason for 
the difference between interline anq single-line 
rates. The costs incurred in interline hauls are 
in many cases nu different from those in connection 
with single-line hauls. 

THE CHAIRMAN; How do you know that? 

MR FRAWLEY: Dedorn' + know, sir. 

THE CHAIRMAN: Well, you say: 

"The costs incurred in interline hauls are in many 
Cases no different from those in connection with 


Single-line hauls." 


Have you any evidence on that? 


MR FRAWLEY: Igo on further, Si t6.and. 1 Say this: 
Ofte » they Mey Well be less than single-1ine 
hauls, depending on the nature of the movements. 
(See Southern Class Rate Investigation 1925, 
LOOT OO 513 at 627: Transcript pp. 13217 -18)), 
THE CHATRMAN : What did the railways say about 


this auestion of costs besides making that general State- 


Did they Say anything? 
MR FRAWLEY: I do not at the moment recall what 


answer they made to thant Suggestion when we made it in our 
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evidence. What we said there, at page 13217 Of volume 63 

-~- We were discussing the case an LOG LO (CP ) “ard we quote 

what the Commission Said at page 627: 
"Joint-line differentials op arbitraries rest on the 
theory that a JOint-line haul costs more than a 
Single-line haul. But no attempt has been made to 
measure or even to estimate this extra Cost, and the 
differentials Proposed are the product of unguided 
Judgment, Nor is extra Cost in physical handling 
always incurred, EL Pro y instance, all lines in 
Southern territory were consolidated under a Single 
Ownership, it does not follow that the method of 
Operation over What are not Joint-line routes would 
in all CaSes, or even in most cases, be changed 


materially. While JOint-line hauls Ordinarily in- 


Carload frei ent Similar Operations are common in 
the case of Single-line hauls." 

The Commission's ultimate finding was: 
"That no Sufficient reason has been shown for R Lem begets 


line differentials or arbitraries, but that the 


absence of Such differentials is a factor which Should 


| be given some weight in determining the level of the 
distance scale," 
| That is what we rely on, sir, 
THE CHAIRMAN: What are you asking for? You are 
@Sking for the Same level, are YOU, according to mileage 
for interline Carriage as for Single-line carriage? 
MR FRAWLEY: Yes. ‘ny “lord. 
THE CHATRMAN: They mention a differential there 
-- the lagt few words you read there. What ig it they say? 


MR FRAWLEY: "That no Sufficient reason has been 
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Shown for JOint-line differentials or arbitraries, 
but that the absence of such differentials ig a 
factor which Should be given some weight in 
determining the level of the distance scale." 

In other words, there might. be... 

THE CHAIRMAN: Now, just what does that mean? 

To what extent docs that interfere with your proposal, 
that the distance Only counts? That is what you are pro- 
posing, is it not? 

MR FRAWLEY: We maintain, Sir, that the rates 

Should be the Same. To give you an example, I think I 
used from Exshaw to Vegreville, Exshaw to Vermilion. 

THE CHAIRMAN: You do not Seem to agree alto- 

Sether with the Statement you just read, because they 
Say the non-existence of the differential rates should 
be kept in View, .I think, or Something, 

MR FRAWLEY: "Ts a factor which Should be given 
some weight in determining the level of the distance 
Scale." 

THE CHAIRMAN: You would not consider that to he 

a proper factor; am Lorient 

MR FRAWLEY; [ think that has been our submission. 

THE CHAIRMAN: Have you drafted an amendment, 

then? 

MR FRAWLEY: No. We have no amendment with 
respect to interline rates. But I would just like to make 
Our position quite clear now. We adhere to the Proposition, 
Sir, that the rates should nét be any different on single- 
line hauls than on--- 

THE CHAIRMAN: How would you specify that in the 

Act? Shipments from a point on one line destined to a 
Point on another line shall bear the same tolls as if they 


pete on the same line continually; is that what you would 


— 


oom 


een: 


es ie 


Min ge 


hoe), ‘ 
ys ee 


eT Om Mr. Frawley 


Say, Something like that? 

MR FRAWLEY: Welly t would think SO, Something 
like Chav Sie! ey had not Gone the length of drafting 
any amendment for that, 

THE CHAIRMAN: Well, that is what you mean, 
though, isn't) 1¢9 


MR FRAWLEY: Thaw is right; that is what we mean, 


I have this example, sir, that I Perhaps might 
Bive you. The rate from Exshaw to St.Albert on the 
Canadian National, near Edmonton--- 

THE CHAIRMAN: Are both Points on the Canadian 
National? 

MR FRAWLEY: No. Exshaw is on the Canadian 
Pacific. That is what gave rise to the problem. [ft is 36¢. 

THE CHAIRMAN: The rate ig 36¢2 

MR FRAWLEY: 60d, tai rowrhe rate from Exshaw to 
Campbell, @ place in Northern Alberta -- now, the Northern 
alberta 1g: a different railway altogether, but for ali 
Purposes it is Considered ag part of the C.P.R., because 
one C.P.R. OWns half of it .- that rate, the Same mileage, 
1s 21¢, so there is a difference of —- Woh teha tits pretty 
Close to the 60 ber cent difference that we mention on page 
I-2 of our brief, Now, frankly, we 80 so far as to say that 
the rate from Exshaw to St.Albert on the C.N.R. should be 
the same as the rate from Exshaw to C-mpbell on the Northern 
Alberta, because when you examine it, my lord, it has to be 
Switched from the Canadian Pacific to the Northern Alberta 
at Edmonton, Just as the Shipment going -to St.Albert has to 
be switcheg Prom the Canadien Pacifia to the Canadian 
National at any place, at Calgary or at Edimonton -- at 
Edmonton -- the same point, and we say thexre ts no more 


€xpense involved in the one case than in thve other, and the 


POLL, 
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rates should be the same, 

THE CHAIRMAN: Have we been told anywhere how the 
two railways share the freight when there is an interlineation 
of this Sort, when there is interlining rather? 

MR FRAWLEY; No. That igs One thing that we do not 
know, and we never know, sir. That is whe they call the 
division Sheet, the division of the Proportion which one 
railway gets and the other railway gets, Sar Ge) Something 


which even the Board does not asker -{ think if the Board 


THE CHAIRMAN: Then in short YOu ask that distance 
alone is to Prevail, no matter how many railways are in- 
volved. 

MR FRAWLEY: That ‘is Pighs., Bip, that ts right, 

THE CHATRMAN: Mileage only. 

MR FRAWLEY: Yes, my lord, 


is unreflected in rates; as an example, class 
rates between Eestern and Western Canada, or 
2s represented by an addition of 1 to 2¢ over 
Single-line hauls; for example, coal and lumber 
in Western Canada, 
Ss represented by a Surcharge of as much as 60% 
of Single-line rates; for example, cement rates 
in Western Canada. 
In short, the Present situation is unsatisfactory 
8nd cannot be bermitted to continue. The railways, in defence 
BP it - as in defence of othep anomalies’, have pleaded the 


loss of revenue involved in any change. In my submission, 


_ the controlling factor is the measonableness of the rate, and 


| 
| 


iio 


aw ov Or cue ant ae me 7 


Le Santen 98h cate ROME OS 
Vso 
edu .ttoR atid 20» 


SYRIMART FM 
wood stove OW prs. wonn 


 tsede notatvia 


prsomt odd cere dotdw 


yand of rd errE® 


ern ofa 
a) sa dae rot 
_ 


sare, wetso 


silo. eet 33 


~22072- Mr. Frawley 


no shipper should continue to suffer from an unreasonable 
rate merely because of the general revenue need of the 
railway. 

THE CHAIRMAN: There your standard of reasonable- 
ness is purely mileage. 

MR FRAWLEY; Yes, my lord. 

THE CHAIRMAN: Now we have that for once. 

MR FRAWLEY: That a3 Tight, sir: 

I ask the Commission to recommend that rates on 
interline traffic be constructed in the same manner as 
those on Single-line traffic. 

Now I pass to my submission with TLeSpecs. co 
industrial location and the freight rate Structure, and I 
begin the argument by--- 

THE CHAIRMAN: (Can you tell us whereabouts such 
2 provision ought to be made in the Act? You have not 
looked into that -- interline rates? 

MR FRAWLEY; No, my lord, I do not Suggest any 
amendment. I do call this to your ‘lordship's attention, 
and I think it is Sufficient: Section 38 -~ I am Suggest- 
ing no amendment, but--- 

THE CHAIRMAN: There is no amendment to give 
power to the Board, of course. You would make it com- 
pulsory to have this mileage prevail in the case of inter- 
mine traffie> 

MR FRAWLEY: Oh, yes. 

THE CHAIRMAN: Now, what doess 38 do? 

MR FRAWLEY: Section 38 is a section which says: | 

"The Governor in Council may at any time refer 

to the Board for a report—..#" 
THE CHAIRMAN: What has that got to do with the 
case? 


MR FRAWLEY; I have said to your lordship I have 
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no Specific amendment to Propose, and I want this change 
brought about, and So I rely upon section oo} and T Say that 
ua Chis Commission recommended it, then the Governor in 
Council could by a rule or an order under section 38 
communicate to the Board in such a fashion that this new 
principle in the construction of interline rates would be 
adopted. 

THE CHAIRMAN: Well, isn't that a tremendously 
roundabout way to EO about 2a thing? Why not put it right 
in the Act? 

MR FRAWLEY: Rather than Submit an amendment, sir? 

THE CHAIRMAN: Well, this is a Section where the 
Governor in Council asks the railway to investigate anq 
PEporst ‘on Something usually -- that ig What 210 means —erday 
the general revision which has now been ordered. I do not 
understand. You would have the Governor in Council ask the 
Board to report on this question of interline trantia 

MR FRAWLEY: ‘The manner of constructing interline 
rates, yes, my lord. 

THE CHAIRMAN: The manner of constructing? Why 
can't we know and Say what it should be? That is what we are 
here for, 

MR FRAWLEY: f[ Say that, sir. It should be con- 
Structed in the Same manner as Single-line. 

THE CHAIRMAN: That is not what YOu. Saya. alT., 
You Say that the Governor in Council should make a reference 
to the Board and have them make an inquiry about it. Well, 
ye are here to hear you, and if this proposition that you put 
forth ig Proper to be adopted, then it would have to go in 
the Act, 

MR FRAW LEY: belly my, Jord<<. 

THE CHAIRMAN: In fixing retes on traffic originat- 


tng on one line ama terminating on another, the same rate 


ed 


as 


bate 


a 


continuously On one line, 


MR FRAWLEY: Well, the Way your lordship puts 
it, 1t seems to be quite Simply accomplished, and I had so 
many amendments that I Should not have been Shy of another 
one; but, Uronny. oy had not Originally contemplated the 
preparation of an amendment in this case, and go 
when I was putting my notes together for the last time [ 
left it as it was. 

Now if I MayVoS LOO, Sips: 

THE CHAIRMAN: That is what you wanted, is it not? 

MR FRAWLEY; That 1s what T wanted. 

THE CHAIRMAN: There is no question about that; 
there is no question about this one thing, that YOU want the 
toll charged on Goods of any description originating on one 
line and terminating on another line to be the Same, 
mileage considered, as if Lt had Originated and terminated 
on the one line. 

MR FRAWLEY: For the same mileage, 

THE CHAIRMAN: For the same mileage, 

MR FRAWLEY: That is Pree. 

THE CHAIRMAN: Well, that is easily said, and it 
Should go into the Sections of the Act which provide the 
rules that cover the fixing of rates. 

MR FRAWLEY: [ certainly cannot disagree for an 
instant with What your lordship says, and I think it would 
not be too difficult a matter to submit a Short amendment ° 
to take care of this, sir. 

THE CHAIRMAN: A very Simple matter. 

MR FRAWLEY: Now I woulg like to pass to what I 
have to Say about industrial location and the freight rate 
Structure, and I take it that the references to the text 


Of the brief, the evidence in chief and the cross-examination 
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will all be incorporated in the record, and the amendment 
to the Act will be founa in volume 108 at page 20009. 
INDUSTRIAL LOCATION AND THE FREIGHT RATE 


$ STRUCTURE 


Text of Brief to be found - Vol. 55, D. 10540 to 10603 
Evidence-in-Chier; 
Stewart - Vol. 55, P- 10625 to 10664 
Harries - Vol. 55, Pp. 10664 to 10754 
Vol. 56, p. 10755 to 10828 
Cross-Examination: 
Stewart - Vol. 56, p. 10828 to 10885 
Harries: — “Vol. 56, p. 10890 to 10915 
VOOR LOL) te Os 
Vol 756, p. LEO80 to DELO? 


Amendment to Act: Vol. 106, p.. 20000. 


One of Alberta's major economic disadvantages 
is the lack of secondary industry. In our Submission on 
Industrial Location we noted that there are three economic 
factors responsible for "the persistence of the concentra- 
tion of industry outside the Prairie Region" (p. 10640, 
Vol. 55); these three factors are: 

(1) The imperfect competition in industry (P. 10640 

& 4X), 

(2) Economies of scale (p. 10645). 
(3) Transfer costs (p. 10645). 

We made it clear that imperfect competition and 
economies of Scale were outside the Scope of submissions 
We were making on tshis Subject of Industrial Location in 
Alberta. See D- 10643 and 10645, Vol. 55. The third 
Bector - transfer costs - is the Significant consideration 


as far as this CSommission is concerned. 


(Page 22078 follows) 
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We divided our Submission on transfer costs 
into two broad parts. The first part was the relation- 
Ship between raw material and finished product rates, 
The second part dealt with market rates. I hope there 
is nothing confusing about this. The first part of our 
Brief dealt with the relationship between raw material 
and finished product rates, and that is what was dis- 
cussed at considerable length, but the second part of 
the same Brief, dealing with industrial relations and 
the freight rate Structure, dealt with market rates, 

Under the general heading of Market Rates we 
dealt with the locational BlPeeis: OF: 

(1) Long-and-short-haul discrimination. 
(2) Distributing rates, 

(3) Agreea charges, 

(4) Stop-ort and in-transit privileges, 
(5) Rate groups, 

(6) Developmental vates. 

(7) Interline rates, 

Such discussions as I propose to raise on 
these matters will be found elsewhere in my argument. 

Coming back to the main burden of this 
particular Brief, in the matter of raw material and 
finished product rates our position is that today in 
certain instances the relationship between the rates on 
raw material and the rates on finished products is 
Such that the movement of raw material is encouraged 
at the expense of the movement of the finished product 
made from those raw materials. 

In those instances the freight rate structure 


encourages the movement of raw materials out of the 
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areas which produce them and, consequently, the freight 
rate structure discourages the location of factories 

to process that raw material in the producing area, 
From a regional and a national and a transportation 
Standpoint, this is wrong. 

We believe it is to the general advantage if 
the raw material producing areas are permitted to 
process more of their raw materials at the source. That 
is the essence of our proposition. At the same time, 
we are not asking that the freight rate structure should 
offset other forces Operating to take raw materials 
out of our province for processing. 

THE CHAIRMAN: What do you mean by “other 
materials"? 

MR. FRAWLEY: Well, if there are any other 
reasons that operate to take the raw materials out of 
Our province for processing, and the matters we were 
discussing. aft go back to J-l, that is, imperfect 
competition and economies of Scale. Now, it may be 
factors which operate to take our raw material out, and 
of course we are not concerned with giving those 
matters - - 

THE CHAIRMAN: Can you give an instance of 
What you have in min when you use this phraseology: - 

‘ ",..we are not asking that the freight 
rate structure should offset other forces 
operating to take raw materials out of our 
province for processing.? 

MR. FRAWLEY: Well, I would like to give 
your lordship an example. 

THE CHAIRMAN: Do you oil in mind there 


or not? 
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MR. FRAWLEY: No? Derg these very things. As 
we Say here, we are not asking that the freight rate 
Structure should offset other forces, Now, if there 
are forces that would move our raw material, Siig ta tee 
Stock that we talk so much about, if there are other 
forces that take livestock out, we are not comp laining 
about that. 

THE CHAIRMAN: What other forces might there 
be? That is what T want to know. 

MR. FRAWLEY: Now, this is rather a good 
example, wool, Something we produce in Alberta in some 
Quantity. Now, wool has to be mixed with Australian 
wool and wool from Other parts of the world. From Alberta 
wool naturally finds its way down to the Processing plants 
of Eastern Canada, and those are forces excluded from 
the freight rate Structure, and of this we make no 
complaint. 

THE CHAIRMAN: Tg there any processing of 
wool done in Alberta? 

MR. FRAWLEY: 7°34 fact there is one plant in 
the southern part of the province which has had a 
rather varied career, Right at the moment I don't 
know whether it is successful or otherwise, I know 
that the Alberta Government, through one of its develop- 

ment branches put some money in some years ago and at 
the very moment I couldn't tell you -- it may be getting 
along well, but it is a small operation: cne of the 
other symptoms that we should do more with our wool, 
because there ig a great deal of sheep raised on the 
ranges of southern Alberta, but these must be other 


forces that operate to take raw wool out of our province. 
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THE CHAIRMAN: At the present time you are 
not sufficiently concerned about the Processing of wo 1 
in Alberta to Oppose its export? 

MR. FRAWLEY: ‘That seems to be the situation. 

THE CHAIRMAN: At the present time. 

MR. FRAWLEY: At the present time, but as we 
Srow with the new freight rate Structure that may come 
into being, 

We say that transportation-wise, any area 
Should have at least an iegiad. Opportunity with all other 
areas to process raw material which such area originates. 
The rate relationship should not discourage producer 
Location. As Dr. Angus put it at page :- 

"You want neutral or better, rather 

than better than neutral". 

The present freight rate structure militates 
against the establishment of Secondary industry in 
Alberta. As a practical illustration we used the 
livestock and packinghouse products rates. We also 
referred to the rates on crude o11 and on petroleum 
products, as well as to the rates on pulp wood and 
On pulp and paper. See page 10702-107 3, Vol. Bos 
page 11086, Vol. 58. The same problem of a rate 
relationship arises in connection with these commodities 
in Alberta. In other parts of Canada other commodities 
would pose similar problems. 

THE CHAIRMAN: In the same way for the other 
Part of Canada? 

MR. FRAWLEY: That is right, my lord. 

To deal with the case of livestock, we found 
after study that 40% of the cattle and calves which are 


marketed from Alberta farms are Slaughtered outside the 
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province. A major factor in this undesirable Situation 
is the present freight rate Structure. We illustrated 
that by several comparative movements, For example we 
Showed the relative cost of moving a steer from Carstairs, 
ALberta, to Vancouver for processing, as compared to the 
cost of moving it from Carstairs to Calgary for processing 
and shipping the meat to Vancouver, (Reference page 10562, 
10567). This example showed that for meat consumed in 
Vancouver it cost $3.00 more to process the animal 
in Calgary than to process it in Vancouver, 

That is the heart of the problem. The attitude 
of the Board of Transport Commissioners is important. 
We discussed the cases at pages 10581 to 10589. The 
Board's attitude in the matter of rate relationships 
has been its attitude in go many other problems -- 
negative. The Board has failed to discharge the duty 
which is inherent in its responsibility to fix just 
and reasonable rates for each and every commodity 
Carried. 

THE CHAIRMAN: Just a minute, you said 
"Just and reasonable", You are bringing that in there? 

MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: All rient. 

MR. FRAWLEY: The Board has Sara that. 1 is 
not "the arbiter of industrial policy". That has 
reference to what the Board said in the 21% Case. 

THE CHAIRMAN: Do you or do you not agree with 
the Board in that? 

MR. FRAWLEY: What we have LO ‘say, sity; 
follows. I Say one thing, I would rather have the 


Board than the railways. 
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THE CHAIRMAN: T know, but that ig not a 
practical answer. You see, the railways, you go on 
to show there, do have power and do take into considera- 
tion these economic factors, industrial factors and so 
on. 

MR. FRAWLEY; es) my hard 

THE CHAIRMAN: And so far the Board Says:- 


"Now, we have en ouee tO do that, 1t 4s not our duty. 
We are here to fix rates, just and reasonable rates." 
Now, do you want any change made? 

MR. FRAWLEY: No, what we Say 1s, we are 
going to give them -- our new amendment is going to give 
them a degree perhaps of the arbiter. The Board has 
Said that it is not "the arbiter of industrial policy". 
Railways are not slow to act as arbiters of industrial 
policy when such action appears to be in their own 
interest. The Commission will recall the example of the 
Agreed Charge Application of McColl-Frontenac. [In 
that case one of the reasons that the railways had 
given to the Board to Justify granting the McColl- 
Frontenac an agreed charge was to:- 

‘Avoid the construction of a refinery by 

the McColl-Frontenac Company Limited at a 

point in the Prairie Provinces...." 

(page 10772, Vol. slay 

We do not propose to make the Board an arbiter of 
industrial policy. But the present unsatisfactory 
Situation must be remedied. It may be, as the railways 
have argued, the Board could under existing legislation 
grant relief from this discrimination which we have called 


to the Commission's attention. 
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THE CHAIRMAN: Would you pardon me a moment. 
You say: - 
"It may be, as the railways have argued, 
the Board could under existing legislation 
grant relief from the discrimination", 
MR. FRAWLEY: From this discrimination -- "the" 


“G' Just. as good, 


THE CHAIRMAN: The railways say that, you say. 
You say: - 

"It may be, as the railways, have argued, 

that the Board could under existing legisila= 
POM yea, 

MR. FRAWLEY: Well, we must have reference to 
that. 

THE CHAIRMAN: "....grant relief from the 
discrimination which we have called to the Commission's 
attention", although the Commission Says apparently 
that it cannot, 

MR. FRAWLEY: That is PLEOGy sag: 

| THE CHAIRMAN: Where does the railway say 
that? 

MR. FRAWLEY: I would like Po Lind: tha ve 

| I am afraid I will have to come back to it for your 
lordship. 

THE CHAIRMAN: TI presume if the railways 
Said that, they must have given us a reference to the 
Railway Act somewhere, 

MR. FRAWLEY: I take it B04) Bir 

THE CHAIRMAN: And the railways according to 
you talk of the existing legislation? 

MR. FRAWLEY: That is quite so, 
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THE CHAIRMAN: The Board could under 


existing legislation grant relief from the discrimination 
against - - 
MR. FRAWLEY: Les, think, sir, and T would 


investigate that. 


THE CHAIRMAN: TI would like to know where the 
railways said that, 

MR. FRAWLEY: TI will B°, ORs ang DL wiad vice 
that up for your lordship, Tf gO on to say that the 
fact remains that the Board has never accepted as a 
guiding principle the Proposition that the freight 
rate structure should not discourage producer location 
of industry. For this reason, we think it imperative 
that the statute Specifically direct the Board on this 
point. 

To that end, we Propose the following amend- 
ment. I have added a Section after 321 which iE 
Cail 301k’. 

THE CHAIRMAN: Section 321 deals with the 
apportionment of toll for Carriage by land and water? 

MR. FRAWLEY: Yes, I don't know that there is 
any particular importance in putting it in after Seay 
but it goes in there, 

THE CHAIRMAN: It deals with a different 
Subject from 321 eoeen' > it? 

MR, FRAWLEY: Yes, 

THE CHAIRMAN: All right then, go on, 

MR. FRAWLEY: It igs really an addition, 

THE CHAIRMAN: It will be new law. 

MR. FRAWLEY: Yes, my lord, because it is 
before we go to the next group called "Tariffs, General 


Provisions", Now, Section 321A reads:- 
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SECTION 321A: ~- 
LE eiananenstbennes 


Relationship 
between tolls 

on raw materials 
and finished 
products 


The Board Shall, upon application by 

an interested party or parties prescribe 
Or direct the company to establish tolls 
on raw materials and tolls on products 
made in whole or in part from such raw 
materials in such manner that the relation- 
Ship between the tolls on raw materials 
and the tolls on products made there- 

from shall not ber se discourage the 
Processing,manufacture or other conversion 
of such raw materials at or near the point 
of production of such raw materials: 
Provided that the onus Shall be upon the 
epolicant to Satisfy the Board that the 
existing relationship between the tolls 
discourages per se - - 


THE CHAIRMAN: Who have you in mind as the 


applicants there? 


MR. FRAWLEY: Some company that is interested 


in processing livestock, for instance. 


THE CHAIRMAN: Near the source of supply? 
MR. FRAWLEY: yes, my lord, 

oes eprovided that the onus shall be upon 
the applicant to Satisfy the Board that 
the existing relationship between the 
tolls discourages per se the processing, 
manufacture or other conversion of 

Such raw materials at or near the point 
of production of such raw materials; and 


provided further that any such relationship 
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between the tolls Shall not result in 
an unreasonable difference between the 
tolls so prescribed or established on 
the raw materials and the tolls on 
Similar raw matertals or between the 
tolls so prescribed or established on 
the products and the tolls on Similar 


products. 


THE CHAIRMAN: Just a minute, now, 


quite an amendment, 


That is 


and I think it is time to adjourn 
anyhow, 


I forgot to say that we Will sit tomorrow 
but will not sit on Wednesday. 


---At 4:45 p.m. the Commission adjourned until 
tomorrow, Tuesday, May Orn, “O50 at LO. S0/ea crn: 
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Ottawa, Ontario, 
Tuesday, May 9, 1950. 


MORNING SESSION 
sao 8mm tenemos ane eo ee ca Nd” 
ARGUMENT BY MR, FRAWLEY (Cont 'd) 
PPP ee Ra 


THE CHAIRMAN: Al) right, Mr, Frawley. 

MR, FRAWLEY: My lord, I had reached page 6 of 
section J of my argument last night, but before resuming 
at that point I should like you to turn back to page G-6 
because I should like toclear up a matter that we were 
discussing at that Point yesterday. 

THE CHAIRMAN: What is the page? 

MR. FRAWLEY: G-6, 

THE CHAIRMAN: What is the subject? 

MR. FRAWLEY: Competitive rates; at page €-6 
there appears the Subsection which I propose, 

THE CHAIRMAN: On the long and short haul? 

MR, FRAWLEY; No, the section on competitive 
rates, At that page there appears the Subsection which 
I would add to section 252, Your lordship may remember 
we got into a discussion yesterday as to whether or not 
both of these obligations we were imposing upon the Boaréd, 
first to see that the competitive tolls are no lower than 
necessary to meet actual and compelling competition, and 
then also to see that such tolls more than cover the 
additional costs of the movement to which they apply were 
Suitable amendments. Let me say first this morning that 
if the lest phrase were put first and it were made to read 
that the Board by continuous examination must satisfy 
itself that the competitive ‘tolls are more than covering 
the additional costs of the movement to which they apply, 
énd are no lower than necessary to meet actual and com- 


belling competition, I think it would be Satisfactory, 


Pr 


areas once ten hag FH EAS heer gna M Demme © 


ae 
Ts 3 


Pe ee eh a el 


Pi eee te Tens nat me 


a 
as 
=} 
Boat 
ee 
ee) 
4 Rak 
: ~ 
enn oa 
mae 
BS 
‘ 
Be i - 
a 


at 
wh > 


ca 
A 


ab s- 

5 ines 

24 2 

- ws 
ir . 

+ 


+ —: 

if. x, i : 
a ee 

Poe ae 
ae 
2 4 te 
: | z: : 
* = 
- Eg 
S = 


ae i oh 
” 3 = 
" pa 
es 
¥ 5 


ee =: 
2 
' . 
Bs > 
a C4 
3 - on 
on ~ om dane 
oe . 
oat 
se P 
Bs * 


os 
ore = 


- * 
a: A 
wave a. 
> 
of abe “ 7 
* cc Smee 
~~ % tee 
t : 
Ae 
oy -: 
5 . an 
i “ ’ my 
oer) 
“9 i oS 
. 
yet e 
‘ © + 
oh b= ey Bin 
“4 
= c 
fom ‘ Se 
7 - 
. aus Sie eae 
oa, : 
ore 
oa wet 
i 
= “ae 
ee d oq 
on? ae an * 
: ~~ — 
Te te. : ‘ 
” ; 
: ” ae 
oe = 
; e 4 oes 
: ~ 
SS S 


NP 


= 22089 . Mr, Frawley 


Aj] that does, sir, is to put my principal 
POLnt firsts, Therefore [I would now say that the duty 
of the Board under this subsection would be that it must 
examine to see (1) that the tolls are compensatory, and 
if the tolls are found to be not compensatory the tolls 
are disallowed anq there is no further examination; 
Po ET Hemis 14.6. 2456 Compensatory the subsection would 
impose an obligation On the Board to see that the tolls 
are as compensatory ag Possible, to see that they were 
bringing in as much revenue ag possible, and that is 
because we Say that they must see that they are no lower 
than necessary to meet competition, I think when we 
keep in mind that Obligation that they must see that 
these tolls are ag compensatory as possible _- that is 
just a phrase of mine But it conveys what I have in mina 
and it raises the whole question of course that was raised 
yesterday, namely will our railways not be sufficiently 
alert to do this themselves? 

In that regard I think I Should just call atten- 
tion to what happened recently. thinks. might be 

informative to convey to the Commission what my 

views are in that respect, In September and November of 
1947 the railways proposed to increase all competitive 
rates by 30%. As a matter of fact, they filed tariffs 
with the Board of Transport Commissioners increasing 
all of their competitive rates by 30%. That was during 
the course of the 30% case, and before the case was 
finished, The provinces took the position that it was 
not right in those particular circumstances to take those 
Tates out of the general rate case and to impose that 
increase, Therefore we protested. We made an 
application actually to the Board to disallow those rates, 


to suspend them, and they were suspended. 
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THE CHAIRMAN; Why did you do that? 

MR. FRAWLEY; We Simply said at that time they 
had been submitted to the Board, and that it was not 
proper for the Board to permit competitive rates to be 
lifted out of theipr total consideration, and the Board 
agreed with us, 

THE CHAIRMAN: How did their increase by the 
railways lift them out of consideration? 

MR. FRAWLEY: [+t would have removed them 
entirely from the rate case, They then would have made 
an increase on the competitive rates alone, and they would 
have simply left before the Board the Standard rates and 
the special non-competitive commodity rates, That is 
all that would have been left. In any event, we took 
that position and the Board agreed with uS, and the Board 
Suspended those rates, 

THE CHAIRMAN: Then they remained low? 

MR, FRAWLEY: They remained as they were, In 
April, 1948, the Boara delivered its judgment and author- 
ized a general increase of 21%, and by a special pro- 
vision in their judgment they released the railways 
from the prohibition orp suspension order which they had 
made in the previous Ncvember, The railways were free 
to increase their competitive rates as high as they wished 
So long as they did not exceed the ceiling. They had 
Said they were going to increase them By 08. “In 
fact, I think at this point I should read what Mr. 
O'Donnell, speaking for the Canadian National Railways, 
had to say at that time. He said at page 14115 of the 
transcript of proceedings in the 30% case before the 
Board of Transport Commissioners: 

"Now, Mr. Knowles told your Board and 


Mr, Jefferson said the same thing: we are of 
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the opinion ee we could increase all rates 

30% , RAIS mpd vets rates, and that our 

competitors will be delighted if we do so because 

they are working under the same difficulties as 

we are, their costs have gone up just as ours 

have, and they said their considered opinion was 

that they could increase those rates by 30% and 

Still hold the traffic." 
When Mr. O'Donnell saig "they" it seems pretty clear 
he was referring to Mr, Knowles and Mr, Jefferson who 
Said that they could increase these rates by 30% and hola 
the traffic, 

inafact, Sir, when they were released and were 
free to increase competitive rates they increased them by 
Just 21%. They did not increase them by the 30% that 
they said they could increase them, I only point that 
out to say that I am not Satisfied that at all times the 
railways increase competitive rates as much as they can, 
If they do then the obligation which this subsection would 
Place upon the Board would not be a very great burden, 
It seems to me that it will be much more Satisfactory if 
the Board is expected and asked to make such examination 
a8 will do two things, to see that they are compensatory, 
and then if they are compensatory to follow it further 
and to see that they are as compensatory as they can be, 
I want to pass to another matter that I dis- 

cussed yesterday, and I would ask yOu to be good enough to 
turn to page H-6 which is the new section 314A which we 
Propose in connection with the long and shorthaul matter, 
AS the Commission will remember -- I think it was your 
lordship raised the question yesterday as to whether we 
needed subsection 4% which we now propose because of the 


fact that section 314, subsection 4 of the present 


= 


sa 


“a8 


a 


Fa i 
x4 
ae 
= aes 


et 
hs = 
tee 
oy 


, 
s 


ee 


rs 


Se OO i Mr, Frawley 


Railway Act -- 

THE CHAIRMAN: Beton me a moment: did you say 
H-6? 

MR. FRAWLEY: H-5, The section I propose is 
reproduced there, I would ask you to direct your atten- 
tion to Subsection 3 whichprovides: 

"No toll, which has been approved or 

allowed under the Provisions of subsection (315) 
Of this Section, between two points for the 
purpose of meeting competition applying to or 
from a third point, shall unduly prejudice 


other origins or destinations." 


(Page 22095 follows) 
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In view of the Provision contsined in Section 
314, sub-section 4 Which reads as follows: 
“Wo God) shall be charged which unjustly 
discriminates between different localities", 
LI am now satisfied to Strike out sub-section 3 from section 
314A as it appeors. 
Then if you would be kind enough to pess to page J-5, 
there is enother matter that I should like to point out. 
At that page a Question arose. At thot page we ssid: 
GLeimay be, as the railways have argued, 
the Board could under existing legislation grant 
reiler From this discrimination which we have called 
to the Commission's attention," 
I may say that I am discussing the matter of rate relation - 
Ships end their effect on industrial location, The ques- 
tion was raised, and I told the Commission thet I would 
look that matter up. I am now calling the Commission's 
attention to Volume 57, page 11066 ana 11067, At) that 
time Mr. O'Donnell wos cross exemining my witness, Mr. 
Herries. At page 11066 Mr. O'Donnell said: 
"Q. Will you egree upon the provisions of the 
Section that it is possible for them to do that --" 
Referring to the Boord, 
"'=--because the powers in thet section sre more broed 
end there are virtually no restrictions on the Board --" 
- By the way, I should sey thet Mr. O'Donnell was calling 
the witness'sattention to section 325, sub-section 5, and 
he was saying this. I will read it again: 
"Q. Will you agree upon the provisions of the section 
that it is possible for them to do that because the 
powers in that section ere more broad end there are 
virtuelly no restrictions on the Board with respect to 


what it must consider when erriving at just and 


reesonable rates? 
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"A. We agree, Mr, O'Donnell, that the powers of the 
Boerd today would probebly allow them to do almost eny- 
thing in this regard ag to whet we suggest, However, 
the broad powers we Suggest that, in fact, they have 
not done -."! 

I take it perhaps it should be "however broad the powers", 
"-- we suggest that, in fact, they have not done those 
things snd our recommendation is that they should consider 
those in the manner in which we have stated or sug- 
gested." 

THE CHAIRMAN: Who was Speaking? 

MR. FRAWLEY: My witness WoS Speaking there in 
answer to Mr. O'Donnell. In other words, Mr. O'Donnell and 
the witness were agreeing that under the provisions of the 
Railway Act now, section 325, thet wide power which permits 
disallowance which imposes upon the Board the power to fix 
Just and reasonable rates and to disallow any rate that is 
unjust and unreasonable, probably there is there an 
over-all general power to do that. 

THE CHAIRMAN: To do what? 

MR. FRAWLEY: To fix these rate relationships which 
we ask in connection with our industrial location brief which 
was put in when this question came Ups 

THE CHAIRMAN: Do you mean that the Board hes 
power to take economic and industrial questions into con- 
Sideration? 

MR. FRAWLEY: My lord, it is not as broad as that. 

THE CHAIRMAN: Alweys Pomenitee enet they have dis- 
Claimed that. 

MR. FRAWLEY: Yes. They have said that they did 
not wish to be in that position. 


THE CHAIRMAN: Did not wish to be. 
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MR. FRAWLEY: That they were not ean arbitrator 
of industrial policy, That is right, my lord: go itssems 
thet even though the POoWers are there -- 

THE CHAIRMAN: Whet ere there? 

MR. FRAWLEY: Assuming thet the powers be there 
under section 325. to look at these rate relationships with 
regard to raw material and the finished product: = assuming 
thet power js there-but because they have disavowed it, they 
have said they were not arbitrators of industriel policy 
and they might regerd that as orbitreting industrial policy. 
Because of that attitude ana because, though it has the power 
in Section See Vt 4s only very broad Senerel power, we 
Suggest that the matter can be much more advantageously dealt 
with by the section that we suggest. That is where the matter 
ends, 

I come then to where I left orf yesterday where [I 
was discussing this Section on page J-6, this new section 
Seih. OK yes, my lord, I om reminded thet there is one 
more matter to which T would like to refer, 1f you will 
bear with me, Thereis one matter that I wanted to touch 
On before I went on with my brief. That is in section I, 
pection I is a Section which deals with interline rates, 

AS we were concluding thet section yesterday, and I was 
discussing it, the question arose whether or not there 
Should be a Proposed amendment to take care of what we have 
in mind in connection with interline rates. I told the 
Commission yesterday that I did not propose an amendment. 

I have reconsidered the matter end I have now an amendment 
to propose, 

At the present time, my lord, there sre inter- 
line rates in Western Canada on lumber and coal, and 
those interline rates ere the single line plus one cent; 


I think it is 9 cent end at most two cents. We sre not 


dissetisfied with that. T mean, that has been going along 
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That hes been sotisfactory Spperently over the years. But 
the railways h@ve just done nothing at all about cement, 
which is onother Commodity in the same Situotion as coal 
end lumber; and there may be others, In ony event, to 
bring the matter Cows head, and to indicate to this Commission 
our wishes in the matter, end what we request, 1 now propose 
to add this proviso to Section 336 Sub-section 1. Section 
336 reads ag follows: 

"Where troffie is to pass over ony continuous 

route in Caneda Opersted by two or more companies, 
the several companies shall agree upon a joint torirr 
for such continuous route, and the Inde tey! company 
Shall file such Joint teriff with the Boerd, and the 
other compsny or companies, shall promptly notify the 
Boand of Ats.or their assent to end, concurrence in 
Such joint tariff," 

The proviso Simply seys: 

"provided that the tolis to be charged in such 

tariffs shall be the Same as the tolls cherged for 
the same distance for the same description of traffic 
over the lines of one company." 

THE CHAIRMAN: Why do you leave the factor of 
egreement in it, then? You say "they shall ogree", 

MR. FRAWLEY: Yes, they shall agree, 

THE CHAIRMAN: They connot egree to anything else; 
eccording to your amendment, they cannot agree to anything 
else but what you soy. 

MR. FRAWLEY: Yes. That is right. That would be 
@ condition of what they would agree to in establishing the 
esneral tariff. That is right. 

THE CHAIRMAN: Why do you call thot an agreement? 
Do you not simply mean that in the case you geve us yesterday, 


the toriff should be as you say, for the mileoge irrespective 
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of the change of rollways? 

MR. FRAWLEY: Yes. I wes not intending to inter- 
fere with the technique laid down here. It is thot they 
shell agree upon 3 general toriff, 

THE CHAIRMAN: They shall agree; but they ere not 
allow to agree to anything except one thing, Would you call 
thet an ogreement? 

MR. FRAWLEY: I take it that the moin purpose of 
the agreement is to divide the tolls, of which the section 
Says nothing. There is to be an ogreement ,. I take Oo oO 
divide the tolls. TI do not think we can dispense with 
agreement. 

THE CHAIRMAN: They may egree if the liked, for the 
Act Ree hin the case you geve, the tollsshall be the 
Same as if the two points, the point of departure and the 
point of destination ,were on the same line. Then the reil- 
WayS cen agree to divide the revenues as they like, can they 
not? 

MR. FRAWLEY: Thoet ig PLeAtE 

THE CHAIRMAN: Is that not whet you want to 
provide? 

MR. FRAWLEY: Yes, I do, 

THE CHAIRMAN: Is it not very cumbersome and mis- 
leading to leave the Act as it is, saying thet when they 
egree - es if they might not agree - then the agreement, you 
would say, shall consist of only one thing. Suppose they 


never get together and do not agree? 


(Page 22101 follows) 
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MR FRAWLEY: Well, my lord, there must be a 
joint tariff; that is almost 4 necessity. There must be 
a joint tarirr, because the two lines of railway are used. 
THE CHAIRMAN: Why not Say what you want to Say, 
that the joint tariff shall consist of the same toll from 
One point to the other for the shipment where carried 
continuously on the same line ? 

MR FRAWLEY: f[ think, my lord, that is exactly 

what I have said here in this proviso. 

THE CHAIRMAN: yoy have « said it in Such a 

queer way, it seems to me. You first Say they agree, 
then they agree and they file a joint tariff, then later 
on you find it is no agreement at all, because they can 
only file the one thing, and that is, aS you say; 

"The tolls to be charged in such tariffs shall 
be the same ag the tolls for the same distance for 
the same description of traffic over the lines of 
One company." 

MR FRAWLEY: My lord, isn't it the Case of the 
Statute making a term for them upon which they must agree? 
Whatever else is in thelr agreement, this is one proviso 
that must be in the agreement; the statute says so. 

THE CHAIRMAN: The only agreement which the Act 

considers is a joint tariff to be paid by the shipper. 

MR FRAWLEY; Yes, my lord. 

THE CHAIRMAN: The Act does not S@y anything 

about how they are going to divide the Spoils. 

MR FRAWLEY; No, no. 

THE CHAIRMAN: Now, that is the agreement -- agree 
upon a joint tariff between the two lines. 

MR FRAWLEY: That must be, because the two roads 


are being used. 


THE CHAIRMAN: That is the only agreement the sec- 
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tion contemplates, the Joint tarirr. Then you Say if they 
do agree on a JOint tarirr it must be this tariff. Why 
don't you Simply say it must be this tariff anyhow? How- 
ever, perhaps you had better leave it, Mr. Frawley. 

MR FRAWLEY: tt seems to me, with respect--- 

THE CHAIRMAN: Well, leave it. 

MR FRAWLEY: Very well, my lord. 

I was at bage J-6 discussing this new section, 
which is to Provide for the establishment of these rate 
relationships; 

The Principle upon which this amendment is 
founded is that welght-losing materials should be 
Processed close to the point of production. That 
principle has never been denied by any authority on 


the subject... 


THE CHAIRMAN: Well, what us your amendment? We 

have not read it, have we? 

MR FRAWLEY: We went over it yesterday, sir. We 

might perhaps go over it again, 

THE CHAIRMAN: What Section is it. 

MR FRAWLEY: bale tts an entirely new matter, 

aor, 

THE CHAIRMAN: yoy Sald it has no connection with 

Bek. 
MR FRAWLEY; No, not really, sir; just put in there 
aS a convenient place. It reads; 

"The Board shall, upon application by an interested 
party or parties Prescribe or direct the company to 
establish tolls on raw materials amd tolls on products 
made in whole or in part from such wxaw materials, in 
Such manner that the relationship between the tolls on 
raw materials and the tolls on products made therefrom 


Shall not per se discourage the processing, manufacture 


| on? at said voy, meet Piitsd, thot od PRE MaKe i 


ey 


a wl Turse? etd, od sae tha attest, ‘Gator, 8 10 sche 
. ie a cohen 


- 

~woti pwortysse y3 1189, ated ad tau $=. “yoo viamte a 50% t00b, a 

i a gohan oo if ‘eves novded bari HON aqadaog teve : 
+--tveqest ch am od auiees aI SYRIWARS aM 

rs at event .ffew :MAMATAHD Sa ‘v 


| f ; : 4 


brat un Eten yisv YS RTE AM 


mor joes woi ends gnteqsoe th | au t oad ts asw I 
ie eed’ Mas) Snendetidedes ahi x08 ebtvorg oF at dotdw 


“ cae 
i SI 
wits ene 


‘eqinenoltefer 


ef bse gat add focriw nogM oLqhonneg ant — —- 
26 bivoste atatusiten gntnot~dagton ted at pebauot 
sant mottos por 40 aseEOg, only a8 oxolo ‘poeapoona 
‘ty fortis ite ye betneb iy ood. TOV and eigtoatg 
vy | | i tpt ia ed, 
W Sdnemorsme THON hd Seite Ee. u AMATARO, sia an ioe 
ia ost ae voi ever 3 beet ton coved 
ew sata ,V¥e bres Easy +t save new ow :veIMAR AM 3 


Pegs ot H9v0 og agerineg viata 
ji ef aottooe Sen ate ARO an 
ylerisns ns ef $1 » AXSE YETWAAR, si 


1 


Atevisom wor 
a P| m 


oe 


* 


idiw nottsenioo on asd tt bfse oY, ;WAMALAHO MNT 


as 


aw . 


beer at -soakd pabeaest ts) 


cand 


bretis at ave, df ais ‘ waisiill ton hee! :YELWARY FM 
od ee ek halide 


aye 


ms vf nokis lags noqw. fda prod ott 


Hhasao»wsias 
(OF ala st ont toouth 10 adinoeeng sited 40! 


Ei 2 


etoub og nO atfos peas efalredem west no ‘affod tiett 


hier - 


Re oe if ‘ ESS aS han tka 
| Bt, Jsisrieden Wee nous mort freq nt 1o oferty 
. r st Bos Ve ait ~ 
ie no atior, acid noswted” gtianolsatoe oitd saad) ee 
seni =t: Sits ee i * » ar 


Mi norte: ong, eben, edouboud 9, ailod old bas Teanid ie 


a Aree hh 5: ae ae a on 


emuyostunem .gnpeesoorg . 
ee : “ae ae 7D 
7 


ae, ? Shi ‘eu! 


-RND 


-22103- Mr. Frawley 


or other conversion Of such raw materials at or near 
the point of Production of such raw materials; 
Provided that the onus shall be upon the applicant 
to satisfy the Board that the existing relationship"--- 
THE CHAIRMAN: Pardon me. Who is the applicant? 
MR FRAWLEY: ‘The applicant would be the pro- 
cessor, let us say, of livestock in Alberta, wanting to 
process livestock at the point of production. 
"Provided that the Onus shall be upon the applicant 
to satisfy the Board that the existing relationship 
between the tolls discourages per se the processing, 
manufacture or other conversion of such raw materials 
at or near the point of production of Such raw 
materials; and Provided further that any such 
relationship between the tolls shall not result in an 
unreasonable difference between the tolls so pre- 
Scribed or established on the raw materials and the 
tolls on similar raw materials or between the tolls 
SO prescribed or established on the products and the 
tolls on similar products." 
Now, I discuss that--- 
THE CHAIRMAN: Pardon me a moment. I do not think 
I have ever seen that word "discourage" in legislation, —- 
Pema Gehertolds 2. .ahaldnot per se discourage" -~- 
you mean, hinder, hamper, prohibit. 
MR FRAWLEY: Well, discourage, prohibit--- 
THE CHAIRMAN: I have never seen the word "dis- 
Courage" used in an Act. Some people are more courageous 
than others, you see. 
MR FRAWLEY: Some people are more easily dis- 
couraged, and so on, yes, my lord. Well, it seems to me that 
when we have in mind the principle, the economic prin- 


Ciple that we are concerned with, that word "discourage" is-- 


ye. 
ato 


u Lv) 
J ' 
: ° 


aa 


| Hen LO IB erstisdon wee ist Hk helenae - ana 
rpininetan wes doa 4o mottouborg To oe 
#neetiqgs ert Hogi od fiiledea seus afd) dant bebtyert one Be 
en gidenottaten me bite bee ond todd brand sd¢ yiettas ot pt Wh, : 
@sicotiqge oft ef ofW. om sobre?  :WAMAIANO GHT Th 
| «ora ot sd blieow tmaatiqae act | :YRAWARY SM 
of ‘gaidaaw .sdtediaA at Meotaovtl 40 1yse an deol toeesd 
| tottouborg te tatogq ed? 3s Hooteevil assoorg — 
treotiogs oft soqw ed. Liede even odd Jses hebivord” rae 
qideaoftstelox gaitetxe edd dsds breod and qieitse 
arlagesong odd 0 ‘Teg asysrwoogth eflod sis noowted 0 tae 
“ististem wan dove, to motetevace tanto 10 er) pS las 
wey dous Yo moldosbotgq to yaleg sit 1530 56 Tr 
figge Ye dedé coddaut bebiyore bas ,elainetsm 
fa mt tigsst von fiere affod ed? asewisd qidenot¢eles 


eifot end neewted conetet ite oldssogsetay 


‘S54 OS 


eit S08 aletveten wer afd no bedetidatas vo hedigas 
siiod ed? meswied tw! aisived¢em wan relimte qo eiied ote a 
eit bre aedvouboug of? Ao bee tidates 2 bodinoaetg 08 ul 
"pat oRaerq selinte oo alio?' 
---$ade savoeth t t volt 
tstac gor of I .drecion. 6 om nobred :MAMATAHO SAT Oya! o 
.. aottciatgel ni “sae teoatb” frow gang nose Love even \X, 


baw “egcxuadeth 08 19g doa Lfore |. . 4 shied ene 3 


 tidtdorg .teqmed .16baid Asem wae 

~nethdidewd .spotwoor th glisw 3 VSRIWASA, AM, on, a 
-nib” .brow ect poce asyea oved I MAGE AHD SEE ia 
arossstweo si1om e178 eLgosq emek adh 08. ah aan “age 
‘ccs pitedage pelt! ag Mee HOY and, 

y .s =e YLteao stom exp: stapes ence, pas 4 < 
: west om of pmeoa tt. ses | nae ait oak: | | 


my  sanicoieisiat noe oe 


aie I , 235 ‘ 


a ie 
iat - = ho wy 


22104. Mr. Frawley 


THE CHAIRMAN: [t is a discrimination; that is what 
you really have in mind, isn't it? 

MR FRAWLEY: oh, yes, but I could not Substitute 
the word "discriminate". 

THE CHAIRMAN: Yoy See, the word "discourage" 
has a moral meaning. One rate might discourage one man, 
and it might take a higher rate to discourage another man. 

MR FRAWLEY: Oh, I think it would have to be 
looked at purely objectively to see whether the effect--- 

THE CHAIRMAN; Well, I am sure you can find a 
better word than "discourage", 

MR FRAWLEY: Well, I will mark that word, Sir, 
and see, | 

THE CHAIRMAN: TI do not remember ever having 
seen such a word in legislation. 

MR FRAWLEY: Well, I would not question that, sir, 
but this is an attempt to put Something into legislation--- 

THE CHAIRMAN: Suppose you have two intending 
processors and one of them is anxious to acquire the whole 
field and the other person is not; all he can Sayrie, "hh an 
not discouraged." 

MR FRAWLEY: Well, your lordship is bringing the 
human element in there. 

THE CHAIRMAN: No, you bring it in when you use the 
word "discourage", 

MR FRAWLEY: Well, no, because we are not speaking 
about discouraging the processor; we are Speaking about dis- 
couraging the processing. 

THE CHAIRMAN: How would you discourage the pro- 
cessing? 

MR FRAWLEY: Well, if the effect--- 

THE CHAIRMAN: Well, anyhow, try to fina something. 


MR FRAWLEY: Yes; I would like to develop it as I 
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G0 along, sir, 

THE CHAIRMAN: Then secondly: "Aang provided 
further that any suoh relationship between Ehentolhe he. 
using "any", that is not proper == however << "any such 
relationship shall not" —_- you mean "no guch relationship 
shall", I suppose. 

MR FRAWLEY: And provided further that any such 
relationship that has been established by the Board shall 
not result in an unreasonable difference, 

THE CHAIRMAN: tt is not usual to use the word 
"any" with a negative in legislation. 

MR FRAWLEY: Well, yes, it could be "no such 
relationship shall result," yes, my lord; that could very 
well be -- "no such relationship shall restidy’ 

THE CHAIRMAN: "Between the, totic 

MR FRAWLEY: "go prescribed." 

THE CHAIRMAN: "ang Deovided further that 
Shall not result in an unreasonable difference," Now, what 
1S an unreasonable difference? 

MR FRAWLEY; My lord, I have that developed two 
or three pages on. I take that proviso--- 

THE CHAIRMAN: Well, you see, Mr. Frawley, when you 
put words in an Act, there is no use developing that here; 
they must be clear, they must be concise, you see, 

MR FRAWLEY; Well, whether the words are precise or 
not, I think, my lord, with respect, that they are precise, 
but I can tell you what they intend to do, and then that 
might--- the intention is, sir, that if a relationship has 
been established, and Say a rate--- 

THE CHAIRMAN: What relationship? 

MR FRAWLEY: The relationship between taking meat 
and livestock; the relationship is established and a e5¢ rate 
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found that that 25¢ rate is much lower than the rate on 
analogous raw materials, much lower, there is 2a difference 
there, then the rate relationship S0es out, my statute 
does not operate at all; there is no rate relationship 


established. That is why it is in a8 a proviso. It 


pone. that instance we Say that this rate relationship 
must not be such that it results in a difference between 
the rate that has been established to satisfy the relation- 
Ship and the rate on an analogous raw material. In other 
words, there is no intention to try to make this thing 
work regardless of consequences, and it igs a concession to 
the fact that there may be results eventuate where the 
relationship could not be established. That is the purpose 


of the proviso, sir. 


(Page 22108 follows) 
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THE CHAIRMAN: You mean that the producers 
of the raw material might want to ship elsewhere? 

MR. FRAWLEY: ‘The producers might want to 
Ship elsewhere, that particular rate relationship, but 
the rate established of 25¢ so as to permit the processing 
at the point of production, it would require 25¢; and 
even if we found that 25¢, that other raw material was 
moving not into that plant ~!= 

THE CHAIRM.N: What do you: mean by "other 
raw material"? 

MR. FRAWLEY: Well, other raw material not 
moving in for processing. 

THE CHAIRMAN: Do yOu Mean of the sana — 

MR. FRAWLEY: Of analagous kind, and it was 
50¢. 

THE CHAIRMAN: What do you mean by anal@agous 
Kind, the same kind of raw material? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: You mean cattle? 

MR. FRAWLEY: Cattle for instance, or hogs, 
that sort of thing, but we find that the rate on the 
Similar raw material, other cattle not moving in in 
this relationship was higher than that, 50¢ compared 
to the 25¢ which had been established or was about to 
be established to Satisfy the relationship. Then the 
thing would go and it would not be established under 
the Section 2, and things would operate as they are 
today. that is all. 

THE CHAIRMAN: Well, isn't the trend of 
what you are asking for to raise rather the freight on 


raw materials and to decrease that on the finished 


product, isn't that so? 
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MR. FRAWLEY: That might be one of the con- 
sequences, sir, 

THE CHAIRMAN: Isn't it what you really want? 

MR. FRAWLEY: Well, “Deean'tt Say it is what 
I want, but I Say I am not alarmed that it Should result 
in that. 

THE CHAIRMAN: But it might so result others- 
wise? 

MR. FRAWLEY: Yes, it might result in that, 
yes, Sir, and there was quite an effort, I might say, 
by my friends of the railway - - 

THE CHAIRMAN: Some time ago when we discussed 
this I thought your complaint was that the rate on raw 
material was lower than it ought to be in respect to 
the rate on the finished product? 

MR. FRAWLEY: Well, I don't think, my lord, 

I ever said that, because my case is only put on the 
ground that I want it examined and I have not any con- 
clusions. 

THE CHAIRMAN: But you said you would be 
Willing to concede an increase in freight on the raw 
materials? 

MR. FRAWLEY: I would be willing to concede 
an increase on raw materials getting in for processing 
in plants in Alberta. 

THE CHAIRMAN: Supposing it is necessary to 
establish your relationship on the raw material, to be 
Pigured at 50¢, you say. 

MR. FRAWLEY: Yes, my lord. 

THE CHAIRMAN: And you found that other 


Shippers of those raw materials want a rate lower than 


that, 25 or 30, then what would you do? 
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MR. FRAWLEY: Want a rate? 

THE CHAIRMAN: Lower, because it is in their 
interest to get as low 4 rate as possible, isn't it, 
or, for instance, all the producers of cattle are not 
in Alberta. 

MR. FRAWLEY: That is right, my lord, 

THE CHAIRMAN: 4 Sreat number are in Saskat- 
chewan? 

MR. FRAWLEY; Yes, my lord. 

THE CHAIRMAN: Well, they are interested, 
SO-far as I know, to get off in the American market, 
the Eastern market. I asked Mr, MacPherson, They 
don't want the tariff on their raw material increased, 
Now, you do wish that tariff to be handled so that 
the raw material will rather be shipped to Calgary, 
for instance, isn't that so? 

MR. FRAWLEY: Yes, to plants in Alberta. 

THE CHAIRMAN: By decreasing the cost-out of 
the finished product, isn't. that so? 

MR. FRAWLEY: Yes, my lord. 

THE CHAIRMAN: And if necessary you would 
concede an increase in the cost-in of the raw material? 

MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: Those are two factors, then. 
It is no use talking of a decrease in the raw material. 
You have not that in mind at all. If you have anything 
in mind, it is a decrease on the freight on the finished 
product? 

MR. FRAWLEY: Yes, that is right. 

THE CHAIRMAN: You see, and possibly an 


increase in the freight on the raw material, isn't that so? 
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MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: Aren't those the two factors? 

MR. FRAWLEY: Those are the two things. 

THE CHAIRMAN: Let us consider it from that 
point of view. Then what, what do you Say here then? 

MR. FRAWLEY: If to establish the relationship 
there had to be an increase in the rate on the raw 
material and a decrease in the rate on the finished 
product, then that would operate, ‘such 4 relationship 
would be established. 

THE CHAIRMAN: [I mean, for instance, you had 
cases before Which the Board decided on that very 
question, didn't you? 

MR. FRAWLEY: No, not on this - - 

THE CHAIRMAN: Well, I mean part of that 
question. I think Mr. Harries told us about it. 

MR, FRAWLEY: There was a case of Gainers 
where they had asked for the Winnipeg rate. Our proposal 
does not ask for any particular rate. 

THE CHAIRMAN: Is that the only case, the 
Gainers case? 

MR. FRAWLEY: And then there was one other case. 

THE CHAIRMAN: There was a case that the 
Board heard and decided, and we were told that some of 
the shippers went back on the home industry advocates 
in order to have the lower rate, isn't that so? 

MR. FRAWLEY: Just a minute, my lord, would 
[ous letome consult - - 

THE CHAIRMAN: What was that case? 

MR. FRAWLEY: That was the case of Alberta 
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THE CHAIRMAN: The railways I think? 

Mit. PRAWLEY:' Vel) @YP) Hier tees aman 1928 
16° OLR. & Ry HOS, 

THE CHAIRMAN: What are the facts Chere? Ole 
would help us to understand this question, . 

MR. FRAWLEY: That was the case in which 
the packing people asked for the Winnipeg relationship. 
Now, we are not asking for. = = 

THE CHAIRMAN: Pardon me, what packing 
people? 

MR. FRAWLEY: Well, the packing people in 
Alberta. 

THE CHAIRMAN: Yes, now what do you mean by 
the Winnipeg relationship? 

MR. FRAWLEY: They asked for the rate to the 
east not to exceed the rate - - 

THE CHAIRMAN: You mean the rate on meat? 

MR. FRAWLEY: Yes, on meat, sir -- to not 
exceed the rate from Winnipeg. 

THE CHAIRMAN: They asked to have the same 
rate from Calgary to Toronto as from Winnipeg to 
Toronto? 

| MR. FRAWLEY: No, I am told, sir . They 
wanted, I am told, sir, the same relationship on the 
meat and livestock from Alberta to Toronto as applied 
from Winnipeg to Toronto. 

THE CHAIRMAN: When you say "relation" you 
mean a comparison of the two rates? 

MR. FRAWLEY: That is right my lord. 

THE CHAIRMAN: The same margin? 

MR. FRAWLEY: Yes, my lord, the same relation- 
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THE CHAIRMAN: And what happened? 

MR. FRAWLEY: ‘The Same percentage relationship, 
and it was rejected, 

THE CHAIRMAN: Now, who opposed it, you see? 
Were not they the producers of livestock? 

MR. FRAWLEY: The Eastern livestock people 
Opposed it, I am LOoLay” | mean, when I say livestock, 
I mean packers. 

THE CHAIRMAN: of course they would, yess but 
I mean what did the livestock producers Say? 

MR. FRAWLEY: TI am told that the livestock 
producers were not in the Case ateai1% 

THE CHAIRMAN: The ranchers were not interested? 

MR. FRAWLEY: Not in that case Walt 

THE CHAIRMAN: Who was it went back on the - - 

MR. FRAWLEY: Burns and Company, a packer in 
Calgary, because they made other plans and bought plants 
in Winnipeg and so on. 

THE CHAIRMAN: At any rate the rate was not 
allowed? 

MR. FRAWLEY: That particular rate, that was 
not allowed. 

THE CHAIRMAN: Can you tell me concisely 
what reasons they gave? Perhaps you cannot? 

MR. FRAWLEY: We have quoted extracts from 
the case and they appear at page 10583 of the record. 

THE CHAIRMAN: What volume is that? 

MR. FRAWLEY: That is in Volume 55, sir. 

THE CHAIRMAN: I mean to say that the Board 
there used that expression, that they cannot consider 


industrial or economic factors and so on ? 
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MR. FRAWLEY: Well, I am told that they did 
nOU;, Sir, 

THE CHAIRMAN: Because, you See, you are now 
Submitting to us a draft whichcovers that identical sort 
Of application. 

MR. FRAWLEY: Yes, and it puts it on a different 
basis. We would not be asking for any particular rate. 

THE CHAIRMAN: In order to understand this in- 
telligently you must see just what the Board did. 

MR. FRAWLEY: What has transpired, yes, my lord. 

COMMISSIONER ANGUS: Mr.Frawley, would rates 
under the proposed new Section be easy to reconcile with 
your equalization principle? Would they be competitive 
rates or would they be special rates? 

MR, FRAWLEY: I think they would be commodity 
rates, 

COMMISSIONER ANGUS: Commodity rates. Then 
wouldn't whatever rates were fixed for a movement of 4 
certain distance in Alberta either for meat or for 
livestock, have to apply for movements of the same com- 
modity for a similar distance in Some other part of the 
country? 

MR. FRAWLEY: Well, that would follow, yes,sir. 

COMMISSIONER ANGUS: Where the conditions might 
be quite different. 

MR. FRAWLEY: Well, yes, because if those are 
operating conditions, density of traffic conditions, and 
that sort of thing, we reject those on our equalization 
principle, in any event. We Say those are the conditions 
which shouldnot prevail to distinguish between rates 
in the east and west or in the Maritimes or any other 
place. 

COMMISSIONER ANGUS: But you would ask the Board 


to fix rates, in this example, for meat and livestock, to 
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suit conditions in Alberta, and then those rates would 

be projected to other Parts of Canada, perhaps increasing 

the rates on livestock for @ Similar distance, and decreasing 
the rates on meat for a similar distance, 

MR. FRAWLEY: yes, Dr.'’ngus, there is, so far as I 
know, nothing peculiar about the conditions for the movement 
of livestock in Alberta as against the same kind of movement 
of livestock in Ontario or Quebec. I don't know of any, even 
Operating conditions. 

COMMISSIONER ANGUS: No, but I quite understand 
some one who had to move livestock in Ontario Or Quebec 
being a little pit annoyed if his rate wag put up to suit 
Special conditions that exist in \lberta, 

MR. FRAWLEY: Well, that may be, sir. I don't know 
that that is Just germane, but as far as annoyance is con- 
cerned there has been 2 Great deal of annoyance in eastern 
Canada about freight rates in us central Canada for a long 
time, 

COMMISSIONER INNIS: Is there much truck com- 
petition in the livestock industry in Alberta? 

MR. FRAWLEY: Yes, a great deal of it. I think 
it must be admitted that the railways had lost it except on 
long hauls, and even now it may be interesting to note 

that from the very terminus of the Northern Alberta 
Railways ,Dickson Creek, they are going up to 400 miles 
bringing trucks in from Dickson Creek to Edmonton truck- 
yards, and all the short haul has been lost to the 
trucks, 

THE CHAIRMAN: Does this decrease the urgency 
of this amendment of yours? 

MR, FRAWLEY: No, sir, not at all. It may be that 
Some of this traffic might perhaps get back on the rails, I 
don't know. Certainly anything that goes in by truck would 
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not be affected because it is defiitely an in-and-out 
matter, and would not epply unless the livestock moved in 
By rail, of course, 

THE CHAIRMAN: Then in that proviso you say that 
no Buch’ toll shall establish unreasonable difference. Now, 
what would be your test there? How would the Board know 
how to apply that? 

MR. FRAWLEY: I think it would be of no importance 
to particularize on that. 

THE CHAIRMAN: Wouldn't it be part of what they 
had to consider in the foregoing part? 

MR. FRAWLEY: Noy my" Lords 

THE CHAIRMAN: You Say they are not allowed to Tix 
any rate which is unjust or unreasonable. 

MR. FRAWLEY: Yes, that is right. 

THE CHAIRMANY Anyhow. Why do you get this, then ? 

MR. FRAWLEY: if, ast s4a10 before, to establish 
the relationship we desire) it ‘had torbe 25 cents” for’ the 
livestock and then we found that by analogy there was a 
rate of 50 cents moving other livestock a similar distance, 
then, as I said before, this*is 411 rejected, it does not 
epply; that-is all. The relationship cannot then be es- 
tablished because it would be unfair to the analogous 
movement with which I am comparing it. 

THE CHAIRMAN: The point is, why clutter up the 
act with repetitions here and there of the same idea? 

The dominant idea is that all rates must be just and rea- 
Sonable, 

MR. FRAWLEY: Yes, my lord. 

THE CHAIRMAN: Why do you say here that you want 
this rate, but you admit it must not be unjust and unrea- 
Sonable, because you have to admit that? 

MR. FRAWLEY: We agree, my lord, that we | 


must not have this relationship at the expense of being ) 
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unfair to some other —- _ 

THE CHAIRMAN: No, you can't have it because 
it would be an unjust and unreasonable rate to those 
people and prohibited by that same Section of the same 
Statute, but why say it twice in the same section? 
However, I will leave it. 

MR. FRAWLEY; Well/*thav fa. - matter of the 
precision of the drvarving, igit ee 7 agree that if it ds 
not just and reasonable it should not be fixed. 

THE CHAIRMAN: You See, aS you did this moming, 
I think you very wisely struck out this sub-section (3) 
of another section because it brought about a4 repetitious 
enactment that would be Just misleading. It seems to 
me that you are doing Something similar. 

MR. FRAWLEY: ‘That may be, sir. I think 
your lordship has called something to my attention that 
is very much to the point, it may be from the Standpoint 
of unnecessary provision of repetitious statute. 

THE CHAIRMAN: You see, you are drawing a 
proviso to a proviso. Well “e771 PICht ,“jusy wo on, 

Mr’. Frawley , 

MR. FRAWLEY: As I Say at the bottom of 

6 Phe only issue before this Commission igs whether 


Our proposal should be reduced to a Statutory provision. 


(Page 22118 follows) 
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I now propose to discuss briefly the defences 
raised against our proposals, | I do not know whether I 
Should not perhaps interrupt, my lord, and say that this 
is an attempt to cure what is an injustice. I donot 
know what I can say to the Commission to make you feel 
that this is a wrong thing, the fact that So much live- 
Stock is going out of Alberta on the hoof. I want to 
impress upon the Commission that we do not get any 
Support from these Castern packers, This is a matter 
that I think should be called to the attention of the 
Commission, The railways are quite indifferent about 
es The railways are quite convinced that my provision 
is perfectly Silly and Stupid, but I must bring this to 
the attention of the Commission, Alberta is a live- 
Stock producing Province, and unless we are to go on 
being hewers of wood and drawers of water we must process, 
we must have secondary industries, This is my attempt 
to offer Something to the Commission. If it is not just 
letter perfect of course, that is because I have not done 
& good job. 

THE CHAIRMAN: We understand entirely. You 
told us at the beginning that the thing you are striving 
for is to see that the raw materials produced in Alberta 
are processed in Alberta as far 48 possible, I suppose 
every province could take the same view. 

MR. FRAWLEY: Yes, except -- I do not say they 
are backward but they have not got as much livestock 
development as we have. We have a reasonably good 
Packing industry, but what is so difficult for us to have 
to swallow in Alberta is that this excellent scheme, 
these livestock rates are for what, for West Toronto 
So that Canada Packers can keep continuing to take our 


Paw material on the hoof. We want to end that. This 


qolwen aM - BLT» 
addicted oid“ yLisrad “s adude td ’ ‘oF eacqorg wort I + 
t ‘woussriw won “doa Ob’ I" aldeoconra aio Sédtége beater ° 


ry io ee ra oemt, ek Peay | er thee es 


eee : TESS Mendel J. om eye * Wa ee) FEE TR ys Mo crate a ea a eae ie 
stat gadd yae bee Stor gn =. SageettoetaL aqKd¢ed “ton “bhipotte 


: - - ‘e - . : . ' 
Proce tee ata Ey re er eee ieee id le ea edi S 5° ei ehinnben Se ee 8 
Joacb I aotsdutai’ as ef tgeaw avs ot -samotys ‘ne et: 


Bo a baa ge es 2 at ak ne mc ae ee 
[gat woy otam oF RENT Oe yvae 85° I genw wor: 
Suit docin'oe tacdid toe edd” -gaikny ‘aidiw's ‘ef -ethy seas” 
st dasw'l  . teed od’ at adtedis % duo anfou ‘et pot 


Erion es ‘ ee rs eS es ae ve ere cea ooh 
Tits tan ‘tod ‘ob ow’ tad ae rae tonie’d end noguicadeicen - 


aatian eo af eta?  eseided atedans seedy mot? Jroqges 
trl : : Rae Sk ee s Bore os ae Me Sn. rae < : Bat eee Tout Ue 

ada 19 ndboaedte addy’ og boilas ad- bLirode* HitFAd! I: tans 
Le ea ae et ee ah Mic eee ent po eee phe a pe a 
suode tae1eTt inal e ote sis Syewitet ont:  motée teria: 


oe i 0, Ed Locate, Ue ares oy i 2 s3 SVT. ee ares ti: Pt 
soteafvorq wm dais OS oid whoo aciiup: ots ay cawi ? at: io? ft 
Pi ae eae mr tee te ge eer se Ges ty me re hye his 
Bln RIL tG j2it 1 do ¢ a) Lagse 9) pe pee: ae te (45 Se rTTo “4 ©. 
44 io ee as An ae eT ee a a me, ee ES 
vis eit sdasedia ‘rhtebbnddD offs 16 agtidesta eno 


ory 


io oy od ste aw eebln b wie. gontve sek gibouberg anor: 


af we apes oe eo Bhd cae eons io id Sie ete . k en hee ae Stee eae Op ce emp at: Se ' 
se900ng dhum ow aevaw TO Ste Web pra Boo to siewod' grbed- 


iotde wet cit eee vathbnibdal yilabadose overt: deve ow 
fait: go’ ok oY 1 bres rhnneo off of palintsnde tet to oF 

sees oid owen f ceasing’ && thud Gites te teeiteg tetsed: 
dot. Boor 


visitas SaNgeiebad oW WAMATAHO GAT 


BEN a es ce ee ae 

wiivinte eve soy gatay orto feds ait ttnhitged od ts ex bLod 
Pe he ea bay ye ero ok mo ey ~ ¢ 
ixsadty at pesubOre afetueianm wet a eet dads ose oF ef tot, 


slareaog evo vet ee edtediA ak Beenesoty Ste 
-Waiv diisé off aofet Bigos eontvotq yteve 
‘aid Yad dom ob I s- dgsoxs  ee¥. fYSIWAAT - AM 


eras 


. see a: . va ee sy fe ‘ aa rs = x Auer & me Ones ee ee e he eee Bs we 
isoddovil dsum &a FoR ?64 oted yerds dud Siewsdosd 9% 


S 
o 
es 
fs Bie 

% 

¢ 

o 
= 
U 
4 


é Neif of coved ew ac diemqoteved | 


sed OF ef 46% sivottt dtp oe bt gady dud -etdedbal gad aa: 


‘shied f Hat teske bbdg 3 daHé at etiodia af woilawe ‘oF 


odbc? § ated fisee adel 4 t5% ete addst satan 


- e22llg - Mr, Frawley 


is a submission made by the Province of Alberta that we 
Should have more Secondary industry, We grow the live- 
Stock and we Ship 1t off to the rest of the world, We 
want to process it Ourselves, 

It has been Suggested to the Commission that 
an amendment of this kind 1s not practical, We submit 
that it is very practical and the experience of the 
Interstate Commerce Commission confirms this, 

In the Unitea States the Commission has fixed 
the rate relationship between raw material and finished 
product, 

The most recent case dealing with this is 
George H, Hormel and Company et al vs, the Atchison, 
Topeka and Santa Fe Railroad Cos, ot al 1945, 263 1.C..0.9, 
which had to do with the meat-livestock relationship, 
There the Commission said at page 57: 

"the relation to New York was prescribed by us 
on transportation Standards after extensive 
litigation and has been observes for many years," 

This is an interesting case and I want to read 
one or two very short passages from it, The case begins 
at page 9 of 263 I.C.C., and I want to read from page 12, 
I am only quoting these very short passages to get the 
Setting of the case, 

"The midwestern interests say that it is an 

Economic waste to ship live hogs some 1,600 miles 
or more from where they are produced to the Pacific 
coast for slaughter, that a reasonably related 
rate structure should be here prescribed which 
will permit the midwestern packers to Slaughter 

a fair share of these home-grown hogs in the 
midwest and ship the meats produced therefrom 


to the Pacific coast for sale there in competition 
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with the meats from Similer hogs now moving 
on the hoof from the midwest to the Pacific coast. ; 
ft page 57 the report reads as follows; 

"The assaileg rates do not permit free 
movement of meats from the midwest to’ the Pacific 
coast, In the case of the products of hogs this 
is due almost wholly to the fact that the rates on 
meats are excessive a8 compared to those on the 
live animals, From Omaha to Los Angeles, for 
example, the rate on fresh meat is about 249 per 
cent of that on the live animal, whereas in the 
Opposite direction from Omaha to New York the rate 
on fresh meat is only 136 per cent of the rate on 
the live animal. The relation to New York was 
prescribed by us on transportation standards aT ter 
extensive litigation and has been observed for 
many years, The higher relation to Los Angeles 
is due partly to our prescription of low rates on the 
live animals and partly to the maintenance by the 
carriers of high rates on meats, The westbound 
relation between the two has never been Specifically 
prescribed by us as it has to New York, There is 
no logical reason, however, for a greatly different 


relation westbound than eastbound." 


(Page 22121 follows) 
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The Hormel case would seem to effectively 
dispose of the Canadian Pacific's contention that our 
amendment is impracticable, 

THE CHAIRMAN: wil] you tell us, Mr, Frawley, 
if there igs anything in the statute at the present time 
about milling in transit or processing in transit? 

MR, FRAWLEY; No, there is nothing in the statute, 

COMMISSIONER INNIS: That igs Simply a convention, 
es Bia okey 

MR. FRAWLEY: It 1s a convention of the filing 
Of tariffs which permit it under the general powers of 
the railways to file tariffs to allow that concession, 

COMMISSIONER INNIS: You have a rather Similar 
problem? 

MR, FRAWLEY: Yes, we just touched on that during 
the presentation of our case, You may remember we touched 
on it as an example, 

THE CHAIRMAN: Do I understand this American 
case established the principle that the relationship 
between the raw material and the finished product west- 
bound must be the same as that eastbound? 

MR. FRAWLEY: I do not think it went so far 
as to say that it should be exactly the same, They said 
when yaicompared it with the one they had established 


eastbound then it was out of line, and it had to be 


revised, 

THE CHAIRMAN; They put them in line? 

MR. FRAWLEY: They certainly revised the rates 
to bring them more in line. 

THE CHAIRMAN: In that case did the shippers of 
the raw materials have anything to say? Were they 


heard? 


MR. FRAWLEY: Oh, yes, in the Hormel Case all 
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“Teeuee: © Mr, Frawley 


the various interests were represented, ranching, packers, 
livestock raisers, everybody, 

THE CHAIRMAN: What was the attitude of the 
shippers? 

MR. FRAWLEY: You mean the packers? 

THE CHAIRMAN: No, the shippers, 

MR. FRAWLEY: The livestock shippers, At page 
25 of the report there igs a€ section which I should like to 


read: 


"Reduced Rates on Meats will Benefit 


Midwestern Hog Producers 


"The record conclusively establishes the fact that 
the heavy eastern demand sets the basic prices for 
hogs sold on midwestern markets, of which Omaha igs 
typical, and that normally the Pacific coast ceiling 
prices reflect the Omaha prices, plus transportation 
and other incidental charges for handling and feeding 
€n route, It also establishes that the present 

wide spreads in rates on meats over those on livestock 
from the Midwest to the Pacific coast, have enabled 
the Pacific coast packers to outbid the midwestern 
packers by a few cents for hogs in western Nebraska, 
Kansas, and eastern Colorado, and that if such spreads 
were narrowed the midwestern packers would be in 
position to offer keener competition for the purchase 
of such hogs, thereby strengthening the market 


Prices for midwestern hog producers." 


(Page 22123 follows) 
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Referring to what Mr, Jefferson said I Say at 
page J-7 that the case also disposes of the statement 
made by Mr. Jefferson at page 15524 that the Interstate 
Commerce Commission hag never succeeded in working out 
and giving effect to any relationship based on the loss 
of weight in the manufacturing process, 

The general conclusions of the judgment in 
the Hormel Case are to be found at page 10586 of the 
transcript and at bage 57 of the report. The case 
2Pose .out.of complaints that the rate relationships were 
Such as to militate against the processing of Midwest 
livestock in the Producing area, The Commission 
directed the carriers to make rates which remedied this 
Situation, 

Mr. Jefferson's Exhibit 174 makes the point 
that in the Unitea States the rate relationships between 
meat and livestock which the Interstate Commerce Com- 
mission has fixed vary between different Origins and 
New York, 

We have never Suggested that the Same relation. 
Ship should apply from all producing points to all 
consuming points, 

COMMISSIONER ANGUS: Woula your equalization 
Proposals not come near to doing > that? 

MR. FRAWLEY: Would equalization come near 
to having the same relationship apply? 

COMMISSIONER ANGUS: Would that not come pretty 
near to it, that having fixed the relationship and 
therefore fixed your rates for one set of distances 
you would have to apply the same rates to Similar 
distances in other directions? 

MR, FRAWLEY: I am told that when the rate of 


taper is taken into account there have to be adjustments 
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made? 

COMMISSIONER ANGUS; For different distances, 

MR. FRAWLEY: | Different distances, 

We have never suggested that the Same relation- 
Ship should apply from all Producing points to all con- 
Suming points, Li kis Precisely this point which marks 
the distinction between what we are presenting to this 
Commission ana what was presented by the Provinces of 
f.lberta ana Saskatchewan et al in the General Freight 


Rates Investigation, 


COMMISSIONER ANGUS; The rate Of taper would 
only affect the question if you had a different rate of 
taper for meat than you have for livestock, The 
relationship would remain the same, wouldn't it? 

MR, FRAWLEY: ‘The distance into the plant would 
ordinarily be much Shorter than the distance that the 
meat product woulda have to go, and that would take care 
of the differences in the taper, 

In that investigation the complainants requested 
a fixed relationship from all western packing plants to 
the east, Indeed, the complainants requested the 
Board to prescribe the then existing Winnipeg relation- 
Ship, Our proposal to this Commission evidenced by 
the amendment which we have Submitted merely seeks 
to establish that in no case should the rate relation- 
Ship be such as to discourage the location of industry 
at the point Of production, 

It has been Suggested that our proposal is 
not in accord with what have been called the accepted 
Pate-making principles. The Canadian Pacific has 
attempted to put the whole matter on an "either ~ or" 
basis, Either the Commission must accept the approved 


Principles and discard our amendment, or the Commission 
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must accept the amendment and discard the approved 
principles, 

The fact is that the principle that we 
advocate supplements the so-called "approved" principles 
and is not antagonistic to them, The working of the 
amendment itself makes this perfectly clcear, 

Then we have the last proviso that we were 
discussing this morning, The last proviso reads: 

"And provided further that any such 

relationship between the tolls shall not result 
in an unreasonable difference between the tolls 
SO prescribed or established on the raw materials 
and the tolls on similar ray materials or between 
the tolls so prescribed or established on the 
Products and the tolls on similar products." 

This provision leaves ample room for the 
Board to consider the cost of service principle, the 
value of service principle and any of the other 
recognized principles, If in a particular case the 
adoption of a rate relationship which does not discourage 


producer location does violence to other accepted 


Principles, the Board may refuse the application. 


Professor Stewart stated our position in this regard 
at page 10866 of Volume 56 and Mr. Harries took the same 
positinn, (P, 11014 and 11045, Vol. 57, ana pe L099, 
Wods.t. 59%.) 

Our amendment does not make provision for a 
Possible disturbance to existing industry. Dr. Innis 
raised that point when we were putting in our case, 
I want to make it quite clear. As we pointed out at 
Pp. 10892, the adjustments brought about by this amendment 
will be effective only in the long run. 

THE CHAIRMAN: What does that mean? 
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MR. FRAWLEY; It is not Suggested that within a 
matterof weeks or months the livestock would stop running 
to West Toronto and all run into Calgary and Edmonton. It 
is just over the long run, 

THE CHAIRMAN: You mean that time would be required 
to put it before the Board and have them prescribe new rates? 

MR.FRAWLEY; What we Say is that it is in the 
long run, In the long run it will likely disturb 
existing industry, and we do not put any proviso in our 
amendment which will nullify that because that would 
destroy the whole Purpose of it. I think we must face 
Eat Tact, If our livestock is now going to West Toronto 
to be processed and the result of our amendment keeps it 
in Calgary, Edmonton, Red Deer and the other packing house 
places then the industry in West Toronto will have to 
Suffer, 

Such shifts as do occur are not likely to 
take place at the expense of existing plants and facilities 
but will influence the trend of future expansion, 

We think that is the real purpose of it. 

THE CHAIRMAN: Now that you have finished that 
part, the principle you wish to have established, which 
of course would be applicable throughout the whole country, 
is that the margin between the freight on raw material 
and on the finished product Should be so framed as to 
bermit the processing of that raw material as near to 
its point of production as possible. 

MR. FRAWLEY: That is the principle, 

THE CHAIRMAN: I suppose then that this should 
be done without undue prejudice to the producer of the ray 
material, 

MR, FRAWLEY: Yes. 

THE CHAIRMAN; The shipper of cattle, 
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MR, FRAWLEY: Yes, my lord, 

THE CHAIRMAN: Is there anybody else who should 
be safeguarded? | 

MR. FRAWLEY: Tf think not. The packers will 
be anxious to have their interests Safeguarded. 

THE CHAIRMAN: To that extent you waild make it 
clear that the Board has the power to do’ this, to take 
these matters into consideration, 

MR. FRAWLEY: Yes, and I do not regard it as 
satisfactory to bring a case of this sort under existing 
legislation, I think it is time there Should be something 
Specific there to direct the Board, 
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THE CHAIRMaN: you realize the importance 
of what you are doing. It does not affect Alberta alone. 

Mr.FRAWLEY: No. 

THE CHAIRMAN: Th-re has to be the Senerai dig- 
position of the Act that will have that tendency to encourage 
the processing ¢ all raw material as near ag possible to 
where it comes from. 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: That applies to Saskatchewan and 
Alberta? 

MR. FRAWLEY: Yes, to Saskatchewan and Alberta, 
Manitoba, Quebec, Ontario, Nova Scotia and so on. 

That is why I have confidence.in the Suggestion. Ltets 
not a matter of selfish interest peculiar to Alberta. 
THE CHAIRMAN: It has to be universal. 

MR. FRAWLEY: Yes. The Principle is simply this: 
Must the live material alwaysS be shipped out from the pro- 
ducing area? It is the Same old story. 


THE CHAIRMAN: From the national point of view, »: 


has any objection been urged against that? Has anybody 
urged anything? 

MR. FRAWLEY: Nobody has urged anything against it. 
But I do not mina telling the Commission that the Meat 
Council of Canada is not interested in shee 


THE CHAIRMAN: Who? 
MR. FRAWLEY: The Meat Council of Canada, which 


is the packers' group, the packers council. There is no 
reason why the Commission should not know about it. 


THE CHAIRMAN: Where are they? 
MR. FRAWLEY: They have their offices in Toronto. 


They are representatives of the packers from coast to coast. 


They are not interested, of course, because it is the same 
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Old thing. They have their plants all over Canada, and 
they want the one at West Toronto to flourish on Alberta 
livestock or Saskatchewan livestock, Of course. 

THE CHAIRMAN: you must have studied this matter 
very thoroughly. What would be the effect on the consumers 
of the country? I refer to the principle of this general 
application. 

MR. FRAWLEY: That has been given some Study, and 
Our research indicates that it has not increased the price 
of meat in the United States where it is Operating, and we 
see no reason why it Should increase the End price of meat 
in Canada any more than it ig today. There is no reason, 
Sir. There is not any reason at all; because the meat 
would be going out, and presumably -- 

THE CHAIRMAN: Tt would apply not only to meat. 
It would apply to all raw materials. 

MR. FRAWLEY: That is right. Thatis important to 
keep in mind c Meat is one thing that sort of rises up 
and stares us in the face. 

THE CHAIRMAN: Yes; because you are from Alberta. 
I understand that. 

MR. FRAWLEY: That igs rignt.°Yes, 1t ts an obvious 
thing. Just to digress for a moment; When you speak of 
the development of this country, you ask yourself the question: 
"In what direction would Alberta be expected to develop?" 


The answer euvery ts. the exploiting of its primary in- 


1° tm on 


dustry," Its primary industry is livestock. Other things being 
equal, one would expect that that primary industry would be 
exploited. We are not asking to make Swiss watches in Al- 


berta. We are asking to have more of our raw material processed 


Bn the producing area, and sent to market. 


THE CHAIRMAN: You sre asking to have rates which 


Would permit your finished products - such as bacon and go on - 
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to get into the eastern markets, 
MR. FRAWLEY: That “Asi owtr fats bites now. 
THE CHAIRMAN: Yes. But you went to make it 
even easier for them to do that, [I gather. 
MR. FRAWLEY: Theat igs right. 
THE CHAIRMAN: That is So, Ts iLbiieh? 
MR. FRAWLEY: That is right. We want to Se11 a1] 


of this new Srowth in our pocking industry, of course, 


COMMISSIONan INNIS: Mr, Frawley, this raises the 
question again as to whether you are not placing o further 
edditionel burden on the Board since practically all industry 
is effected in one Woy or another by this problem of reduction 
in rates or the problem of trensportetion. It is perhaps a 
little bit exaggerated in the cage of meat. I am wondering 

Peres cutsriy because of the Strength of its er lect tn 2 
protective system such oS we have in Coneda. Exactly what 

has happened is. ag you have desribed in the Province of 
Alberta; and the Same thing applies to other regions which 

are bound to suffer. YOU: WUE jo. Suppose, take steps to 
protect yourself from the burden of that system. I 3m wonder- 
ing whether it would not be possible to have other devices, 
The provinces had been quite ingenious in working out o system 
of taxes, licences, and what not for the encouragement of 
industry within raste particular region. I was wondering if 
you might get further and get what you wish more quickly in 
that way than by relying on this whole question of roilway 
rotes or by putting such en enormous burden on the Board, 

MR. FRAWLEY: Something comes to mina there. You 


may remember, Dr. Innis, that there was the cry to tax the 


Chain stores in Western Canada. 


THE CHAIRMAN: The what? 
MR. FRAWLEY: To tax the chain stores. They seemed 


to be unwelcome visitors to our provinces. But thot ic et 
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Seem to appeal to the people, ... Phose devices were thought 
of and considered, I do not know what happened, Maybe. it 
reached the length of proposed legislation, But I do not 


for taxation, In fact, just Speaking off hand, there might 


be just the question Whether it is constitutional, fT Suppose 


Provincial trade 8nd=se on, T can see that any local legis- 


lation which might in any way offect the free inter- 


of the British North Americo Act, and go serve no purpose, 
Coming back to Your suggestion thet this may impose 
@ lerge burden on the Boord, that is the same question which, 
with great Pespect,, tthis Commission has COUL scenuny think we 
have to have 93 better Board, We have got to have Fuyresaus 
in thet Board, using the phrase they have in the I.C.C., which 
Will be concerned with the special matters, because they are 
importent, If there ean be proper deve lopment oPfecké economy 
of Alberta, Saskatchewan, Manitoba and the rest of Canada 
because of the working of this Statute, then in mY Submission 
it will warront the Setting up of Special bureaus in thet Board, 
We could not do tat SUD bthinit ut .can 80 that far - with the 
Board as we heve it now. There must be Something, Then this 
burden canbe and I would wish it to be - 8 burden thst the 
Board is equipped to discharge, 
I am obliged, Dr. Innis, for your Suggestion “dbout 
the tax device. I think thet the provinces must help themselves 
“8 much as they can in this matter, It is Alberta's design 
to see that industry is developed. Just to depart upon 2 
Subject thet has certainly been 9 sore point, we do not like 
HO see the railways telling us that we cannot have = refinery 


in Saskatchewon, as they told the Boarg in the case of 
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to say about those things, 
I pass on now to the next heading ,"other 
rate anomalies,"ang these ere matters that can be dis- 
bosed of more quickivy, 
OTHER RATE ANOMALIES 
Developmental Rates 
Our proposal regarding developmental rates 
is embodied in on amendment New Section 3294, Subsection 
3, which Feads: 
Section 329, 
(3) Notwithstanding the Provisions of subsection 
(2), the compeny mey, for the purpose of 
assisting an industry or of developing traffic which 
otherwise might not exist, estoblish tolls lower 
than the tolls for traffic of the same description; 
Provided that such lower tolls shall not remain in 
effect for a period of more than three years without 
the approval of the Boerd, end the compeny shall hove 
the right to cancel or amend such lower tolls at eny 
time within such period 
The purpose of this emendment is twofold, 
Pivst. it makes specific provision for the granting of 
low retes to meet the needs of new industry which cannot 
be met under the preceding subsections of Section 329A, 
Which deals with Special tariffs. Second, it specifies 
the maximum period of time for which such rates shall be 
in effect, subject to the provision thet the period of time 
M8Y be extended with the approval of the Board, 
This amendment to the Act is necessary to protect 


the rights of Shippers end the rights of the railways. In 
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the absence of 3 time limit, specioi rates to essist in- 
dustry have 3 habit of becoming normal tolls. These 
Special rates then make @ smaller contribution to earnings 
than troffie of 2 Similar description, and consequently 
discrimination is created, In the absence of @ time limit, 
there is also the POSSibility that the railways would be 
hesitant about Granting 3 reduced rate because of the fear 
thet it could not later be raised to 9 normal Level. 
The amendment We propose keeps the advantages of develop- 
mental rates and €liminates their disedvantages, 

THE CHAIRMAN: Just wait a moment now. You call 
this Section 329A. Has it ony relation to Section 329? 

MR. FRAWLEY: Omer redlly has not. We have e 
new section 329, which we discussed yesterday, 

THE CHAIRMAN: You sey: 


"Notwithstanding the provisions of Subsection (2), 


MR. FRAWLEY: Yoo, it tes Special tariff, 

THE CHAIRMAN: Where is Subsection (2)? 

MR. FRAWLEY: Your lordship should ei A 
course” volume 108 where we put in all our amendments , 

THE CHAIRMAN: You say: 

"Notwithstanding the provisions of subsection 
(2) =." 

Subsection (2) of what? Of this same amendment ? 

MR. FRAWLEY: If your lordship will turn back, 
you will find it. It is too bad you have not got it all in 
one place. If you will turn back to page c-10 you will 
find Bher a eset. be 329A is set out. You will fina section 
329A which we discussed. These are our equalization sec- 
tions, section 329A(1) and (2). This one on developmental 


rates follows on immediately after those two sub- 


Sections appesring on page C-10. 
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THE CHAIRMAN: sup- -Section (1) reads: 

"The special freight tariffs shall specify 
the toll or UES, ae 

And so on. 

MR. FRAWLEY: Those ere the equelizetion sections. 
We say that notwithstanding what we have provided in sub- 
Section (2) - that is »the equalization of the commodity 
rates - the company may for the Purpose of assisting in- 
dustry, establish tolls lower than the tolls for traffic of 
the same description, 

THE CHAIRMAN: Just 2 minute until I get page 
C-10. On page C-10, sub-section (2) resds; 

"The tolls for the same description of traffic 
charged in the Special freight tariffs shall be just 
énd reasonable and Shall be the same for the same 
distances..." 

MR. FRAWLEY: Yes, thet ts che pOolntG, 

THE CHAIRMAN: Then you say: 

"Notwithstending the provisions of subsection 

(2), -" 

MR. FRAWLEY: Yes. We say that notwithstanding 
that, the railways may esteblish, for the burpose of assisting 
industry, establish tolls lower then the tolls for traffic 
of the same description. Thst is why we heve to say, 
"notwithstanding the provisions of subsection (2)", 

COMMISSIONER INNIS: When you sey "“compeny", you 
mean the railway ? 

MR. FRAWLEY: Yes, the railway . The "company" 
is the word that is used pretty well through the Railway Act. 


That is the technical term. 
THE CHAIRMAN: You say: 


“notwithstanding the provisions of subsection 


f2) >the company may, for the purpose of assisting on industry 
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Or OF developing traffic which otherwise might not exist, 
establish tolls lower than the tolls for traffic of the 
Some description: Provided thet such lower tolls shall 
not remain in effect for a period of more than three yeors 
without the opproval of the Board, and the company shell 
have the right to cancel or amend such lower tolls at any 
time within such period," 

MR. FRAWLEY: We Sey that these developmental 
rates Should not be put in to remain indefinitely and 
then become normal Counce 

THE CHAIRMAN: Are you hinting there that they 
would be unjust and unreasonable? Subsection (2) says 
that the tolls shell be’ gust ‘and reasonable, I am afraid 
thet you use that phrase too often, Tt Us" in' the fet. it 
is the corner stone of the Act that they must be just and 
reasonable, 

MR. FRAWLEY: It igs an exception. =1t- ts definitely 
en exception’ 

THE CHAIRMAN: You say; 

"The tolls for the same description of traffic 
charged in the Special freight tariffs shall be just 
and reasonable end sh3ll be the same for the same 
distances, ,';." 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: Then you make this exception? 

MR. FRAWLEY: Yes, it is an exception. ff 14 

expressly thst. 

THE CHAIRMAN: You understand whot I mean, do you, 
Mr. Frawley? 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: You have imported into this sub- 


Section (2) that requirement thet the rate be just and 


reasonable, 
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MR. FRAWLEY: Les 

THE CHAIRMAN: In Subsection (3) of section 329A 
you say: 

“Notwithstanding the provisions of Subsection (o)" 
~~ notwithstanding the eee for freight rates 
to be just ana reasonable, the railways may be allowed 
to do something else, 

MR. FRAWLEY: Yes, I suppose that ces fe 
Ss Bs "notwithstanding the requirement that they must be 
the same for all distances", 

THE CHAIRMAN: Yes, 

I suggest again thet your HePetition of the worda 

"Just and reasonable" sre only hurtful to YOu CAT eae 
rates must be Just end reasonable. Is that not so? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: No matter what kind of rates they 
ere , special, general ° ‘competitive , the first requirement 
is that they be just and reasonable is that not so? 

MR. FRAWLEY: Lesa teat. Ls PLB G.: 

THE CHAIRMAN: It does not suit your purpose to 
keep on repeating that. In the language you have used there, 
you say: "notwithstanding the provision of subsection (2)" 

MR. FRAWLEY: I see exactly what your lordship 
meens, 

THE CHAIRMAN: They might even put into effect an 
unjust and unreasonable rate. 

MR. FRAWLEY: Yes. There must be no exception 
to that. 

THE CHAIRMAN: I think that your drafting of 
Subsection (2) should be changed by striking those unnecessary 
words "shall be just and reasonable"so thet it will read: 

"The tolls for the same description of traffic 

charged in the special freight tariffs shall be the 


Same for the same distances... 
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MR. FRAWLEY; Yes, What is in your lordship's 
mind is that they are unnecessary because the statute 
already provides Lor ‘thet. 

THE CHAIRMAN: Not only that, but if you put 
them in there agein Specifically, and then in another 
section say: "notwithsteniing 811 that", you mey have 
Some thing else, 

MR. FRAWLEY: You have taken ~ the "Just ana 


reasonable" concept out of the developmental rates, 


(Page 22138 follows). 
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COMMISSIONER INNIS: You are more liberal than 
the railways. As [ understood Mr. Jefferson, he would be 
reluctant to leave these tolls in effect more than a year. 
I think the Canadian National was perhaps a little more 
liberal, but you are both more conservative and more 
liberal in this Statute. 

MR FRAWLEY: yes. I say that they could go 
beyond a year, but the Board would have to Say so; but 
when they are Puce lisee 

THE CHAIRMAN: What are you looking forward to, 
with this amendment, to having done? 

MR FRAWLEY: Well, for instance, your lordship 
Will recall the case we heard so much about, about the 
purebred livestock. Now, that was a rate that was put 
in, and there wags no time limit on 1t, and it was allowed 
to remain there year after year , and then the purebred 2 
livestock breeders were very much upset when it was taken 
out. Now, under our amendment, if that Situation was 
arising today for the first time, it would £O. Infor not 
more thant vane and then at the end of three years 
there would be notice to everybody, "If you want that in- 
creased, if you want it continued, you must gO to the Board 
and get special approval." Then you would not have the 
Situation of the railways thinking they could not get back 
to the normal rate for purebred livestock, and om the other 
hand the breeders thinking that it was a great imjustice 
to increase that rate which they had come to lookt upon as 
the normal rate--- 

THE #ySHAIRMAN: According to your draft, the 
result would be, would it not, at the end of three years 
these rates would expire if nobody took action? 

MR FRAWLEY: That would be right. 

THE CHAIRMAN: They would just die. 
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MR FRAWLEY; They would be not more than three 
years. They could be for less than that, but not for more 
than that, but they could be extended beyond that by the 
Board. 
COMMISSIONER ANGUS: If they were extended beyond 
three years with the consent of the Board, how could they 
then be terminated? 
MR FRAWLEY: f think then, sir, that the extending 
Order would Prescribe its own limit. That would seem to be 
a Simple expedient to use. 
THE CHAIRMAN: Tell me what you mean by the last 
line or two there. You say: 
"Provided that Such lower tolls shall not remain in 
effect Tor a period of more than three years without 
the approval of the Board, and the company shall have 
the right to cancel or amend such lower tolls at any 
time within such period.” 

What is "such period" there? The three years? 

MR FRAWLEY: "Within such period." 

THE CHAIRMAN: Ts that a new period or the three- 
year period? 

MR FRAWLEY: Well, the three-year period, sir. 

THE CHAIRMAN: While the railways may do this, 
they may not fix a period of longer than three .» years to 
begin with, but at any time within that three years they can 
Stop; is that what you mean?- 

MR FRAWLEY: Yes, my lord; that is what the section 
Says. 

COMMISSIONER ANGUS: If the Board approves them for 
another three years, can the railways cancel within the second 
three years? 


MR FRAWLEY: Well, I think the section would have to 


be read that way, Sir, yes. 
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COMMISSIONER ANGUS Well, could 4t be read that way? 

MR FRAWLEY: Well, there you are again, Sir. It 
is just a case or these precise words. That certainly is 
what I intend. Certainly if they had the right to cancel 
within the first three years they must have it Within the 
Second three years » and it comes back to the precision 
of the language. 

COMMISSIONER ANGUS: tr you leave out "within 
Such period" you get your result. 

THE CHAIRMAN: Yes; first you say you fix a 
period not to exceed three years, and then you say that 
Such tolls shall die at the end of the period first fixed 
unless the Board--- 

MR FRAWLEY: Yes; we are content to strike out 
those three last words; they do not add anyUD Lie coum 

THE CHAIRMAN: What do you want? Do you wish it 
So that the railways may fix a Special rate to encourage an 
industry for a beriod which is to be not longer than three 
years? 

MR FRAWLEY: Yes; my lord. 

THE CHAIRMAN: But, having fixed that rate, are 
the railways to be at liberty to cancel it again in a month 
Or six months or a year, Or what? 

MR FRAWLEY: May I consult as to that? 

That is the fashion in which we have drafted the 
amendment, and that certainly gives--- 

THE CHAIRMAN: That is what you want? 

MR FRAWLEY: ---freedom to the railway to cancel. 

THE CHAIRMAN: Then first you have the fixing, 
then the proviso that such lower tolls shall not remain in 
eyrect for a period of more than three years without the 
approval of the Board, and provided further that the railways 


Shall retain the right to cancel these special rates at any 
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time. 
MR FRAWLEY: Yes, my lord. 
THE CHAIRMAN: That is what you want? 
MR FRAWLEY: That is Page: 


Now, dealing on page K-2 with Stop-off and 


In-transit Privileges, I say: 

The present Situation with regard to stop-off 

and in-transit privileges--- 

THE CHAIRMAN: ‘Then you just strike out the three 
last words in that? 

MR FRAWLEY: The three last words. 

THE CHAIRMAN: "Within such period." 

MR FRAWLEY: Yes, my lord. 

The present situation ‘with regard to stop-off 
and ‘tn transit privileges is that, subject to the power of 
the Board to remove discrimination, it is the prerogative 
of the railways to grant or refuse these privileges. 

TO-dayyiifva Shipper seeks either of these 
privileges he must go to the railway and ask for Nb yen a 
the railway refuses to grant the privilege, the Shipper 
has no recourse to the Board on the ground of «he reason- 
ableness of his request. The Board has said that such a 
matter is the railways' business .and if they say no 
that is the end of it. 

We want that situation changed. We believe that 
there should be recourse beyond the refusal of the railroad. 
We ask this Commission to recommend that the Board of 
Transport Commissioners be required to decide, on the basis 
of reasonableness, the application of any shipper for 3 
Stop-off or an in-transit privilege; the application for 


such privilege having been first made by the shipper to the 


railways and refused byw them. 
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Ls CHAIRMAN: Is there any particular part of 
the Act that that would relate to? 

MR FRAWLEY: 316 perhaps would be the most 
appropriate Section. 

THE CHAIRMAN: You have not any amendment, I 
understand. 

MR FRAWLEY: No, my lord. Section 316. 
THE CHAIRMAN: Facilities for traffic, yes. 

MR FRAWLEY: Connecting railway to afford 
facilities. 

THE CHAIRMAN: Do you call it Stop-off? Is that 
the expression? 

MR FRAWLEY: Stop-off and in-transit privileges. 

COMMISSIONER INNIS: Coming back to section 
329A for a minute, Mf. Frawley, there ig a point that has 
worried me. If the railway insists on Stopping at the end 
of a year, does this clause provide that they should be 
encouraged to go beyond that time for developmental pur- 
doses, and if go are they entitled to ask for a Subsidy? 

MR FRAWLEY: You ask me, Dr. Innis, is this sec- 
tion intended to encourage them to go beyond? 

COMMISSIONER INNIS: To go beyond. Most of them 
would say, as I think Mr. Jefferson said, "We will not go 
beyond a year." Now, this presumably encourages them to go 
beyond the time which they would ordinarily follow. 

MR FRAWLEY: Yes. 

COMMISSIONER INNIS: Is that right? 

MR FRAWLEY: Yes, because we extend the period to 
three years, and we look--- 

COMMISS,IONER INNIS: Well, if they are to be 
“neouraged to cormtinue, presumably at what they would regard 
48 a loss, then Gre they entitled to ask for some compensa- 


tion? 
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MR FRAWLEY: The only thing about that, Sir, ia 
riot i a rate which is initiated by the railways. [ 
think that is the cardinal Principle of it. It is a case 
of a railway Saying to an industry, "We will voluntarily gs 
put in this lower rate." They do not need to use the 
section at all. One would think that before the rate went 
in they would have said to the livestock breeders, if they 
were the ones, "Now, you ean be assured that this rate 
Will be in for at least three years, or at least two, or 
at least one, or whatever it igs." 

THE CHAIRMAN: Would it be allowable for such a 
rate as this to be non-compensatory? 

MR FRAWLEY: Oh, no, no. It must never offend 
against that Principle, sir, 

COMMISSIONER ANGUS; Is there anything in this 
that requires 2% to be compensatory? 

MR FRAWLEY: Oh, well--- 

COMMISSIONER ANGUS: You made that requirement nn 
respect of competitive rates, 

MR FRAWLEY: Oh, yes, there is no question, sir; 
this must be compensatory, in our Submission, in our think- 
ing about the whole matter. 

COMMISSIONER ANGUS: In your thinking, perhaps, 
but in the Act is there anything to that effect? 

MR FRAWLEY: It is Suggested to me, Sir, that when 
we are thinking of Statutory requirements that rates must be 
compensatory, there is nothing requiring a standard rate to 
be compensatory, because it has not been thought necessary. 

COMMISSIONER ANGUS: It must be just and reasonable 
to the railway. 

MR FRAWLEY: Yes. All rates must be just and 
Teasonable, and this rate must be Just and reasonable too, 


Sir. 
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THE CHAIRMAN: This is one they would fix them- 
selves. 

MR FRAWLEY: This is one which they would 
volunteer, and if they did not volunteer it there would 
never be any. 

THE CHAIRMAN: When they provide for a competitive 
rate, I do not know of any legal requirement so far, but 
they tell us that it is always compensatory. 

MR FRAWLEY: Yes, my lord. 

THE CHAIRMAN: That is a rule they follow; but 
here they might depart fromuthat rule, might they? 

MR FRAWLEY: No, we would not want them to depart 
from that. 

THE CHAIRMAN: I thought it Sometimes happened 
that they dia lose for a while, in the expectation of doing 
better later. mr. Fairweather and Mr. Jefferson both said 
Something about that. 

MR FRAWLEY: I recall the outst@nding example in 


my mind that Mr. Jefferson used, which was what they call 


the at and east grain rates, which he said quite definitely 
were--- 

THE CHAIRMAN: He said those were rates fixed in 
the national interest. 

MR FRAWLEY: Yes, I think so, Something of that 
sort. 

THE CHAIRMAN: Cargoes going out of Saint John and 
Halifax and so on instead of out of American ports. 

MR FRAWLEY: Yes; but I cannot think of any other 
rate which the Canadian Pacific has said is not compensatory 
“-yes, I think the rates that bring the coal from Alberta. 

THE CHAIRMAN: Well, that is Special; they have 
Subsidies for that. 
MR GRAWLEY: They get a subsidy. 
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THE CHAIRMAN: Or Somebody gets a Subsidy. 

EROWARY: 
MR PRALWYaRY Apparently they do not get enough. 
Perhaps they Should go ang get more. 

THE CHAIRMAN: But did not Mr. Fairweather talk 
about certain lines being opened up and certain freight 
rates set with the knowledge that it was only later on 
that they would Pay? Am TI not right in that? 

COMMISSIONER INNIS: Mr, Jefferson certainly 
indicated that rates could be set lower for about a year, 

SO that they would not go beyond that, and after that they 
would be expected to be compensatory. 

MR FRAWLEY: Yes. Of course, I think that 
perhaps we have the Over-all position taken by the 
C nadian Pacific, that they do not, and do not propose to, 
make rates which are not compensatory. 

COMMISSIONER ANGUS: No, but are you prepared to 
leave it at that, that as a matter of policy they won't do 
it, or do you think there igs anything in the Act which 
prevents them from doing it if as a matter of business 
judgment they thought it wise to, do. te 

MR FRAWLEY: Well, of course, we would say that 
Every time they have a non-compensatory rate it is done at 
the expense of the rates which are compensatory. 

THE CHAIRMAN: That is precisely the point. 
Supposing they do, for instance -- IT am just Guessing now -- 
if a whole lot of iron was discovered in Quebec or some- 
where, and there waS some industry developing, and they go 
in there and give such a low rate that it is not compensatory, 
then would you not immediately complain that the western 
Shippers were paying for that? 

MR FRAWLEY: That would be the fact, sir. That 
raises this whole question, you see, my lord. We never were 


able to complain about those matters. We were never listened 
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to at alr: 

THE CHAIRMAN: But you are raising it, because 
you would expressly give them the power to put such rates 
into operation. Now, do you Wish to add to that the 
obligation of these rates being at least to some extent 
compensatory? 

MR FRAWLEY: I am in this position, sir--- 

THE CHAIRMAN: Or do you leave it wide open? 

MR FRAWLEY: [ do not desire that they should put 
ana rate, a developmental rate, that is not compensatory. 
Now, if I SuOULNCS —~ 

THE CHAIRMAN: Why don"t you say so? 

MR FRAWLEY: TI was Just going to Say, sin, that 
if I thought it was risky to leave it to the general policy 
Statement of the railway, which it ig now called to my 
attention may not be the same in each railway --~ and that 
is a aefiieulcy -- tr 7 thought there wag any question of 
that, then I think it should be Statutory. 

THE CHAIRMAN: What should be Statutory? 

MR FRAWLEY: That these developmental rates must 
not be so low as to be non-compensatory. 

THE CHAIRMAN: You would add: that to your draft? 

MR FRAWLEY: I would add that to my dratt.. and 
that might be preferable to leaving it to the general 
policy-making of the railways. 

COMMISSIONER INNIS: Not even for a year, but 
after that time it was going to be very compensatory. 

MR FRAWLEY; Well, that would be the reason for 
them putting in a rate that was non-compensatory; but even 
fOr that, Sir, to be consistent about it, even during that 
year that is being done, and the sinews for the doing of 
that act are drawn from other non-competitive areas. 


THE CHAIRMAN: I remember about this matter of 
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rates being compensatory, BO far as T know, and if anybody 
knows better [ hope I will be corrected -- so far ag I know, 
there is no Obligation imposed on the railways now by 
Statute to have only compensatory rates, 

MR FRAWLEY; f think that is right. 

MR EVANS: [ would not agree with that, sir. 

THE CHAIRMAN: You would not agree with that? 

MR EVANS: No, sir; Section 325. 

THE CHAIRMAN: Well, I am €lad to be told that. 
What is the Section? 

MR EVANS: Under Section 325 I think the Board 
could disallow an unreasonably low rate. I would think one 
which is not compensatory would be unreasonable. 

THE CHAIRMAN: You take that for granted, do you? 

MR EVANS: yes, 

THE CHAIRMAN: ‘Then Even the rates which Mp. Jef- 
ferson has mentioned, which he Said might be put into 
effect..for a year to encourage an industry, even those 
rates must be compensatory, from your point of view? 

MR EVANS: I would think so, yes. 

THE CHAIRMAN: All right. 


— ee ee ee ee ee ee 


THE CHAIRMAN: On this question we were discussing 
about the General principle of all rates being compensatory, 
we will not take up any more of your time on that, Mr. 
Frawley. 

MR FRAWLEY: Very well, my lord. 

THE CHAIRMAN: Later on we Will discuss it with Mr. 
Evans. 

MR FRAWLEY: Very well, my lord. 

Now, my lord, I think I Should just point out that 
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I have 31 minutes left, according to the time allotted to 
me, and I am at Page 95 of the rough paging I have made, 
and my argument G0es through to bage 132. I think it is 
quite ‘out..of the-.. 

THE CHAIRMAN: You are talking of these lettered 
pages? | 

MR FRAWLEY; Yes, yours wag not paged consecutive- 
tye but taking it in Sections. 

THE CHAIRMAN: What letter are you now at? 

MR FRAWLEY; [ am now at K-3, ny wiorda 

THE CHAIRMAN: That is righty 

MR FRAWLEY: Yes, my lord. If f Just took a--- 

THE CHAIRMAN: As to agreed charges, we take ao 
that you are against them. 

MR FRAWLEY: f am against them, my lord. 

ited took Just a minute of my thirty-one to 
explain what T have to do, I am now down to section K, and 
that runs 5 Pages; I am on the middle of bage 3 of K. Then 
I have a section Of 3 pages on the freight classification. 
Then I have 23 pages on what I call financial, ana that is 
the matter of uniform accounts and Similar matters. go [ 
have really no alternative, Si Pee bubete just pick out without 
a great deal of prior consideration some of these matters 
in which I think the Commission would be more interested than 
Some of the others. So perhaps I may GO very quickly through 
it, and say that I think the freight classification should 
be revised -- of course, I do have this understanding, my 
lord, that from where I am now moving over on page 3 the 
reporters will transcribe into the record the balance, the 


Complete balance of my argument, at this point. 
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Agreed Charges 


Alberta requests the repeal of Part 5 of 
the Transport Act, 1933, 2 Geo. VI Chap, 53, aS amended, 
This part deals with Agreed Charges, | 

Agreed charges discriminate against shippers 
who, by the nature of theip business, are not able to 
take advantage of the Provisions of an Agreed Charge 
which their competitors have secured, This problem in 
1s Particularly Significant in the case of a small. 
Shipper who is competing with a large Shipper, Two 
examples of the problems created in this regard are 
Provided by the Lion 011 Case 50 CRC 166 referred to 
at page 10576 of Volume 55 and the Goodrich Rofinery 
Case 54 CRC 140 referred to at page 10756 of Volume ree 

At page 10950 of the Transcript, Volume oa 
the meaning of Section 35(6) was discussed. It has 
been suggested that Section 35, subsection 6, might 
provide the necessary protection to a4 shipper who 
alleged discrimination, This would certainly be a 
Possibility if the Board fixed different conditions 
for the complaining shipper than those fixed in the 
Agreed Charge, However, there are no cases which 
disclose that the Board has ever fixed different con- 
ditions for the complaining shipper, Indeed Coyne at 
Page 620 cited the Goodrich Refinery Case in the 
following terms: 

"Where a shipper alleged that ius busine.ss 

had been unjustly discriminated against as the 
- result of the making of an agreed charge, the 

Board refused to fix a charge for such Shipper 

under Section 35(6) on terms and conditions 


which would be much more favourable to such 
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Shipper than those contained in the agreed 
charge," 
So there are no cases which bear directly 
on this point and, in view of the general jurisprudence 
of the Board under the discrimination sections of the 
Railway Act, it does not seem that the Board would, in 
Spite of 35(6), be free to establish different conditions 
for the Complainant than for his competitor, The 
material fact is that there is competition between the 
two shippers, This would Outwelgh any differences 
in the character of their individual businesses and would, 
I suggest, tie the Board's hands in connection with 
discrimination which might arise as a result of the 
agreed charge, The fact would remain that the agreed 
charge would create discrimination which the Board was 
powerless to remove, 
My submission is that such discrimination is 
inherent in Agreed Charges and cannot be removed by 
amending any of the present sections of the Act or by 


adding new ones, 


THE FREIGHT CLASSIFICATION 

In our submission regarding changes in the 
freight classification -- see Transcript Volume 63, 
Pages 13231-36 -- we proposed that the System of classes 
be equalized between Bastern and Western Canada. A 
Similar proposal was made by the Canadian Pacific. 
Instead of the original ten classes, the new all-Canada 
Scale should have multiple classes based on percentages 
of present first-class rates which would be designated 
Class 100, The existing classes could be fitted into 
this new system without difficulty and new classes 


added at the time of reorganization or from time to time 


afterward as the need arose, 
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This reform of the class relationships would 
increase greatly the usefulness of the Class rates and 
would offer a ready means of deriving standard formulae 
for use in making specific commodity rates, The 
Changes here Proposed are Closely similar to those now 
being worked out in the United States, The rather 
halting Progress being made toward adoption of this 
system in the United States is due to conditions which 
have no counterpart in Canada: that is to say, the lack 
Of a single Classification applying throughout the 
country, (See page 15409 of Transcript, ) 

AS we are now on the eve of fundamental 
Changes in the freight rate Structure in Canada, the 
reform of the class System Should proceed Pari passu 


with rate adjustment, 


The Mixing Privile e 
ne Privilege 


Alberta asks this Commission to recommend the 
uniformity of the Carload mixing rule in both Eastern 
and Western Canada, Our submission will be found in 
Volume 63 of the Transcript, pages 13237-13244. 9 
recapitulation of the views of the various parties who 
have spoken on this Subject before the Commission is 
Ziven at Bares: 15501.02. It is evident from this 
Summary that the interests in Western Canada seeking 
uniformity are vastly greater than those who favour 
the retention of the restricted mixing rule, No 
attempt has been made by the latter to deny that 
restricted mixing does mean higher freight rates in 
many instances, nor has any convincing effort been 
made to indicate any disabilities to Western Canada 
by the extension of a rule that has worked satis- 
factorily in Eastern Canada and throughout the United 


States for a long period of time, 
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Rules of such importance should not be 
framed merely to Suit the purpose of a relatively 
Small group of Shippers who, in any case, pass the 
freight charges on to the consumer, The dissenting 
judgment of Commissioner Oliver in Re Proposed 
Canadian Freight Classification No.172 15, 3.0.R.R. 177: 
embodies a statement of the Principle that shoulda 
Govern regulatory commissions in settling problems of 
the type represented by the mixing rule controversy, 
AS Commissioner Oliver says at page 240; 

"It would appear to me that the 

question properly at issue is not the 
wishes or interests of either the Western 
retailers or Western wholesalers but of the 
consuming public of the West." 

Whether this neutrality is entirely dis- 
interested does not concern me,except to prompt the 
question whether in other reforms that have been pro- 
posed to this Commission the railways would be equally 
willing"to carry out the desires of the patrons of 
the railways" where no net loss in revenue was involved? 
If this is indeed their position, the Commission might 
have been spared much argumentation, had it been made 


clear at the outset, 


I now propose to discuss certain financial 
matters, havinginmind the provisions of Subparagraph (4d) 
of Paragraph 2 of the Commission's Terms of Reference, 

That subparagraph reads as follows: 

"d) Review the present-day accounting methods 
and statistical procedure of railways in Canada, 
and report upon the advisability of adopting 

(or otherwise) measures conducive to uniformity 


in such matters, and upon other related problems 
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Such as depreciation accounting, the segre- 
Zation of assets, revenues and other incomes, 
etc., as between railway and non-railway 
items," 

There can be little doubt that this Subparagraph 
was included in the Commission's Terms of Reference 
because of the differences which arose between the rail- 
ways and the provinces during the 30% Case before the 
Board of Transport Commissioners, The lack of uniformity 
in the accounts of the Canadian Pacific and the Canadian 
National was a source of difficulty, Two major issues 
developed in this regard -- the different methods of 
providing for depreciation and the different methods of 
bringing to account certain corporate revenues, 

That seems to be completely confirmed by the 
fact that subparagraph (d), while directing a review anda 
report upon accounting methods, particularizes by naming 
"depreciation accounting" and "segregation of assets 
and revenues" as special matters upon which the 
Commission must report to the Governor in Council, 

Those two matters -- depreciation accounting 
and the treatment of non-rail income -- were among the 
most important issues involved in the rate cases 
before the Transport Board, which culminated in the 
appointment of this Royal Commission, 

I propose to discuss - 

(1) Uniformity in accounting methods and 

Statistical procedures, 

(2) Depreciation accounting, 
(3) Segregation of assets, revenues and other 


incomes as between rail and non-rail, 
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(1) UNIFORMITY IN 
ACCOUNTING METHODS AND STATISTICAL PROCEDURE 
A PTATISTICAL PROCEDURE 

At page 14447, volume (1, we submitted that 
your Commission should recommend: 

"That the Board of Transport Commissioners 

be empowered by statute to promulgate a uniform 
System of accounts for steam railways in Canada 
generally along the lines of the Accounting 
Classifications Prescribed for United States 
Railroads by the Interstate Commerce Commission, " 

We endorse what the Canadian National Railways 
Said at page 81 of its Submission, Exhibit 214; 

"A management Subject to accountability 

Should not itself decide the accounting rules 
by which the results of its management are to 
be judgea," 

The main purpose of uniform or standardized 
accounting is that the financial Statements of the rail- 
wayS concerned may be clearly understood and properly 
compared, At the present time the taxation statutes of 
Canada require that the income of all businesses be 
properly determined and to that end the accounts of all 
taxpayers are under close scrutiny by the Department of 
National Revenue, In like manner the Board of Transport 
Commissioners should be in a position of knowing that the 
financial statements of the railways truly represent the 
Operating results and financial position generally on 
&@ Standardized and uniform basis. 

There is general agreement between all parties, 
Railways and Provinces, that your Commission should 
make the recommendation I advocate. 

For the Canadian Pacific, the witness Pra wWe-t, 


Thompson, F.C.A., expressed his view at page 17541 of 
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Volume 92 of the Transcript when he was questioned 
88 follows: 
LOM ae OT bales it that you are in 
accord with the views of, I think, everybody 
else ~~ that uniformity of accounts is highly 
desirable? 
ee Nes ce T Sey Louthate 
Considerable discussion took Place with all 
witnesses regarding the desirability of permitting an 
exception to complete uniformity of accounting, 
That question arose out of the fact that different 
methods of depreciation accounting are used by the 
Canadian Pacific and the Canadian National, 
We strongly favour depreciation accounting 
On a straight line basis, We are prepared, however, to 
GnNUPustevotthe regulatory board the determination Or, 
the method of depreciation accounting to be used and 
the selection of the assets to be so depreciated, 
In our Submission, it is imperative that whatever method 
of depreciation is prescribed such method must be 
adopted by both railways. 
Mr, Thompson, Canadian Pacific's witness, 
agreed with this contention, At page 17542, Volume 92, 
he said: 
"Q. Now do you say that the railways of 
Canada, at least the railway by whom you have 
been retained, should be permitted to continue 
to depreciate on the user method? 
A. That is correct. 
Q. Now I suppose, of course, that you 
are willing to put that matter in the hands 
of the Board under a general authority and 


requirement to set up uniform accounts? 
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A. Well, I think it is, and it repeats 
what I saia yesterday to Mr, Shepard, that 
the carriers shoula be able or should have 
permission to formulate their own methods, as 
to whether they wish to follow user or 
straight line, and then Submit their methods 
to the Board and argue the matter out, 

Q. And then the Board having the last 


word of course? 


Asvel sthink) the Board would have to have 
the last word," 

At page 17544 Mr, Thompson, in answer to a 

question by the Chairman, stated: 

"Well, I think it would be preferable 
for both railways to follow the same method, 
and my own view is that they should follow 
the user methoa," 

At page 17551 the Chairman and Canadian Pacific 

counsel discussed the question in these words: 

"THE CHAIRMAN: Woula you go this far then? 
First we have uniform accounting and then up 
comes this question, this incidental question 
of what method of depreciation is to be pursued, 
You say you would prefer freedom of choice, 

MR. EVANS: Yes, 

THE CHAIRMAN: And if the Board says no, 
you are to adopt this one method? 

MR. EVANS: We will have to subscribe to 
that. 

THE CHAIRMAN: You think the Board shoulda 
have that power? 

MR. EVANS: Oh, I do not think there is 


any doubt about that." 
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Speaking for the Canadian National, Mr. Cooper, 
Vice-President in charge of Accounting, while strongly 
advocating the method of depreciation now being used 
by the Canadian National, stated at page 18873 of 
Volume 101: 

oy 50 it woul not pevn ee eeneee sitting 
back and waiting to be asked, If the question 
of which system of depreciation should be used, 
you would be prepared to present your views 
as to the straight line methoa? 

A. Yes, 

Q., And you would abide by whatever 
prescription came from the Board after that 
consideration? 

A. We would have to," 

My submission is that your Commission should 
recommend that the accounts of the Canadian railways 
Should be kept according to standard practices and in 
conformity with rules prescribed by the regulatory body 
pursuant to statutory authority, 

and 
that such rules shoula@ prescribe the method or methods 
of depreciation to be followed and should prescribe 
that such method or methods must be used by all railways. 
In other words, there must be uniformity between the 
railways whatever method or however many methods are 
prescribed by the Board, 

I have proposed no amendment to the Railway Act 


to deal with the matter of uniformity of accounting and 
statistical procedures, I suppose and adopt the amendment 
proposed by Manitoba requiring uniformity of accounts. 


That amendment is to be found at page 2003 of Volume 108, 
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(2) DEPRECIATION ACCOUNTING 
an VN ACCOUNTING 


The evidence of Mr. Morrison, F.C.A., which appears 
at pp. 144326 - 14536, Vol. 71, outlines the general 
position of Alberts upon this question. 

At p. T4440 mp. Morrison saiu: 

vues advocating uniform accounting under Statutory | 

authority we include the Submission that the basis 

of depreciation or provision for retirement of assets 

be uniform in respect of 311 Canadian railways and 

that the adoption of 3 uniform method of depreciation 
by al) railways be stVYictly enforced, 

We recommend that the regulatory body should require 

that the method Om accounting for depreciation on eeu 

depreciable assets should be on a depreciation account- 
ing straight line basis, similar to the basis presently 
required by the Interstate Commerce Commission." 

While the classes of assets of the two railweys 
Systems which are subject to depreciation are practically 
the same, there are marked end important differences in the 
methods used by them in the determination of the amounts 
which are charged annually as expenses under the various 
items for depreciation. 

AS a ready reference, the following Summary indicates 
the extent of the divergence which now exists between the 


two railways: 


? cd ; te , : 
yolwead , cite ACT Bie re 


OMA TMNOOOA. MORTAL DSRS ag 


4 nettakperqsd Io aetteoup, ont. 


f+ tor SEBSE “eo” as 


nt. eeonktyoxd edt bas. Sye ewlfen-9 bean ya 


toad: WeLVet: of seoquia. um toa: et AN bpre:. 


2 
e) 
4 
< 
md 


~thovxe 


Lheviw.. 4.0. 8s cme frtom ° i. LO sonabive. edt 


gid  eonhiiue fy. Pee Cad se aq 3a 
notseoup, atid: noqu sdaediA to. mots teed: 


tee noataeom-.aM OSL og JA. 


a oe te WS, 


; +P rope tm ‘He if 
OdWwg ate: THD BALVMLOOOS- meray? ty Bato g90vbse mi: 


pod oti Packkh: mokeadmeane: grits abifoat: ov, Ytttodsus © 


bi. WES ings. 


stogea to droneriter: tor nolatyorq, 20. nottekosiqeb To 


ge ‘ eo Pee. A +nankan Peet ae iol 
rews.ton: methemay, Itt ee we amen 


-¢ to nottaobe odd: tede’ 


ee ee en . 
::. DO PSR GTO 2 raw. Ss 


rt f Le ep 
p. ine yt touede -ed aysuiiet fe Wek! 
Lig a. vhod: wrovsivast ant’ dectss brommose% ow. 
ita wo noite tosengsh: toT: BaLIMOnO®. to bodtem. sit Jens 
MizOD mora srqab rete ed: biuorie: edosas olds ioetqed 
foneeexq: etesd ot ot: teltate. ,ebecd said’ digtents. ang 
pe tamod Sorento. stotesadal ond: yd: Dortypst 


exoutbec. owt odth Tov adders’ To epessto: ot ORAM 
wf fot? sau, orn coltelosrqed ov Soeldue oto dotsw. ameter 
A3i ni asodedeTiibh daedaegnt Bas bobcat ers: stone: , omse ost 
roctan dekerredteb” orld ok: mond ‘yd boeu shores 
sotsev oft cohou. eosnsqxe es Ufieunis hogieds. oss elo 
ottstasigebh. rot &€ 
aojoothnt yremnmia satwodlet: emt: ,soretetet yaset © ah lp 


sit nested. adele: norr dotriw: sonegstevt0 ant: to. dreixs 


oe 
Dy 4 en 
’ : em ; - 
| 


j , 7 : a : a a | " ie 
roe en a yee, ee ae vy 


~~22159-- Mr. Frawley 


Deprecietion Method Used 


Type of Asset OW edits Ciel) atts 
Equipment or Rolling Depreciation Account- Depreciation 
Stock ing on User Basis Accounting on 
Straight Line 
Basis 
Depreciable Rosd Depreciation Account- Retirement 
Property or ing on User Basis Accounting 
Fixed Assets 
Non-depreciable Road Renewal Accounting Retirement 
Property Accounting 


From this Summary it will be seen that there is no 
uniformity at ell in respect of depreciation charges. The 
ennuel amounts involved in these depreciation charges ere 
very large sums, being in excess of $20,000,000 for the 
Canadian Pacific alone. The basis of charges of this 
magnitude must be definitely determined end prescribed by 
the regulatory Ceipune.l. 

The Commission will recallathat each railway supported 
its own particular method of depreciation, But, more 
important, the Commission Will also recall that both railwsays 
agreed that the final adjudication of which method - sand I 
stress the word "method" not"methods" - of depreciation 
must be used was for the determination of the regulatory body 
Pursuant to statutory authority. 

The views of the Transport Boerd itself on the | 
point are of interest. At p. 74 of the 21% Case Assistant 
Chief Commissioner Wardrope said: 

" From a rate-making point of view, however, in 
Canada to have one of its major railways on one 
method of depreciation end the other major railway 
on another leads to some confusion. It is more 
then difficult to make effective comparisons." 


My submission is that your Commission should 


recommend - 
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(1) that the Railway Act be amended to suthorize 
and direct the Board of Transport Commissioners 
to prescribe POr a Lt railways - 

(a) the classes of property for which 
depreciation eccounting be established 
and for which depreciation charges may 
be Properly included in operating expenses, 
and 
(b) the rate op rates of depreciation which 
Shell be Charged with respect to each such 
class of property subject to the proviso 
that the method of depreciation accounting 
end classes of property for which depreciation 
eccounting shall be established Shall be the 
same Tor Sih railways, 
SEGREGATION OF ASSETS, REVENUES AND 
OTHER INCOMES, ETC , 
AS BETWEEN N RAIL AND NON -RAIL ITEMS 
The Briefs presented by both railways have 
acquainted the Commission with the fact that certain 
essential dfferences exist in the recording of 
revenues and expenditures by the two PAaLlWaySs w 
Dealing ° first with the revenues received, the 


following differences in treatment have been Moves 


Express Earnings 


(2) In the accounts of the Canadian Pacific 
the earnings from express ere divided as 
between rail and non-roil as follows: 
To rail are credited the net carnings froam 
express operations of the Canadiana 
Pacific Express Company, its wholliw- 


owned subsidiary. 
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To non-rail sre credited - 
(2) the net cernings from the finencial 
Operetions of the Canadian Pacific 
Express Compeny , together with 
(b) the dividend which the Canedien Pacific 
receives on its investment in the shares 
of the Express Company. 
(b) The Canadian Netionel, on the other hand, 
operates its Express Service as a department 
of the railway end all of the net earnings 


are treated as rail income. 


Communications 

Here we find the net revenues of the commercial 
telegraphs and of the leased wire Services. 

In the accounts of the Canadian Pacific the 
net earnings ore regarded as non-rail income. In the 
eccounts of the Canadian National the net earnings sre 
regarded as rail income, 

The two items of Express and Communications are 
the only points of difference between the Conadion Pacific 
and the Conadian National in the treatment of revenues. 

We would also direct your Commission to other items 
of imcome of the Canadian Pacific Railway which have been 
treated by that company 3s non-rail income sand which, in 
my Submission, should be treated as rail income. A state- 
ment of such items is to be found on page 13 of the Judgment 
of the Bosra of Transport Commissioners of 20th September, 
1949. For the year 1947, including the net earnings from 
Communications end Express, they totalled the sum of 


$2,798,840. 
On page 13 of the Judgment, the Board stated with 


regard to this whole subject: 
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"Counsel for British Columbis has urged that if 
the Board should decide thet the "Other Income" ag 4 
Whole is not to be taken into account, the following 
income items at least should be included with Railway 
Income because they contend thet they are directly 
connected with the railway Services: 
Weal: 6 

(then follows the list) 

The respondents directed the Board's Sttention 
to the fact that the Canadien Pacific Express had made 
Pp rotataorf $253, 363 for the year 1947 but Pale out rhe 
the Cansdian PS cagice Railway by way of dividends only 
$120,000, leaving $133,363 carried Yorwerd in their 
Surplus. They asserted that this sum of $133,363 
Should be Properly taken up in the Canadien Pecific 


Railway sccounts 8nd included in Reil Income, 


Counsel for the respondents have also maintained 
thet if Other Income is not to be considered in fixing 
a level of freight rates that this Boord exercise 
active control over the establishment of what is rail 
income and what is Other Income. The foregoing con- 
tention points di peat Fyne fundamental GLEPPCUL ty 
experienced by the Board - that the Railway Act does 
not, in its present form, Zive the Board authority to 
control the accounting procedure of the railways in 


the manner advocated by Counsel," 


It is my submission that ell of the income derived 
from the sources enumerated on page LS OF Sie Judgment of 
September 20th, 1949, for the year 1947, should have been 
Considered es income of the rail department end for the 
reasons which have been already sdvanced to the Commission, 


The same is true, of course, with regerd to the ennual 
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revenue from these sources in each and every yeor, 

It is possible that here are Similor sources 
of income to those listed on page 13 of the Boord's 
Judgment of 20th September, 1949, which have been 
incorrectly treeted oS non-rail income. A closer 
Scrutiny of the cccounts may or may not reveal them, 

In the matter of the segregation of assets and 
revenues as between rail and non-rail, my submission 
is thet your Commission Should recommend that the 
regulatory body be cherged with the duty of determin- 
ing the correct distribution of ell revenues and 
expenditures of the railweys ond, along with that, 
distribution of assets and liebilities between rail and 
non-rail operetions, 

I would emphesize that this determination is of 
vital importance where, as in the case of both Cenadien 
railweys, there are regulated companies oper3ting 
departments or enterprises some of which are not under 


the jurisdiction of the regulatory tribunel. 


Apportionment of Dividends 


In the 30% C:se and the 20% Case, one of the 
major submissions of the Provinces wos thet, because 
fixed charges ond dividends were corporate obligations, 
the non-rsil income of the railway must provide 
a8 portion of the monies required to pay fixed 
charges ond dividends. 

In the 30% Case the Bosrd rejected both 
Submissions of the Provinces. On appeal to the 
Governor in Council those two matters, among others, 
were referred back to the Transport Board for investigation 


and action. See P.C. 4678 of 12th October, 1948, page 3, 


where the Governor in Council said: 
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"The payment of fixed charges and income taxes are 
corporate obligations of corporations ss such, and 
the incomes of corporetions, whatsoever their source, 
ere liable therefor; provisions to be made for dividends 
and a surplus sre likewise corporate needs end should 
be so considered. For these reasons, the Committee sre 
of the opinion that some portion of the corporate needs 
Should be borne by the income derived from non-railwey 
Operations. 

The Committee are further of the opinion thot 
en investigation should be made by the Board in order 
to determine the apportionment to be mede, between 
railway earnings 2nd othep income, of fixed chorges, 


depreciation, income taxes, dividends sand SU te are 


In its Judgment of 20th September, 1948, the Board 
did make an epportionment of fixed charges between rail 
and non-reil but, 2s to dividends, the Board did not 


make any apportionment. 


I quite appreciate that this Commission is not 
Sitting as a court of appeal from the Board of Transport 
Commissioners and, further, I am aware that there is now 
pending before the Governor in Council en appeal by the 
Provinces upon this very question of non-apportionment 
of dividends - among other matters. 

in spite.of that... makerns apology for bringing 
the matter to the attention of this Commission beceuse of 
the express direction given to the Commission to review end 
report upon the "segregation of assets, revenues end 
other incomes, etc., es between railway ond non-roailwey 
itmes", 

Alberta's evidence on this point is contained in the 


evidence of Mr. Morrison at pages 14442-3 of Vol. 71 and the 
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cross-exomination at p. 14456, 

My position can be stated, in 3 word, to be that 
I rely upon the Judgment of the Governor in Council in 
P.C. 4678 ond pa erticulerly the passage which I ioe te 
Breve. “Lf, as the Governor in Council has Said, 
provision to be made for dividends igs a corporate need 
end if the revenues of a Compeny are made up from two 
main sources - for example, as in the case of the 
Canadian Pacific, the rail enterprise and the non-rail 
enterprise, then the burden of the dividend provision 
must fell pro rato upon those two sources of revenue, 
Accordingly, when the regulatory body is determining 
the finencial Need for the railway Spplying for a frei ght 
rate increase, there must be an apportionment of the 
dividends between roil and non-rail, Only in thet way 
con we be assured that the rail enterprise is carrying 
no more than its proper share of the financial require- 


ments of the roilway enterprise, 


The Province of Manitobo hos submitted e new Section 
pepe Of the Roilway Act to deal with this matter of 
segregation of assets and revenues between rail and non- 
rail. The amendment appeors at Dp. 20002 of Vol aioe 
of the Tronscript. I adopt and support Manitoba's 


amendment, 


CANADIAN NATIONAL CAPITALIZATION 
THE YARDSTICK CONCEPT 
RATE BASE AND RATE OF RETURN 


I now propose to discuss very briefly three closely 


related matters: Canadian Netional Capitalization, the 


Yardstick Concept, Rete Base and Rote of Return. 


Canadian National Capitalization is committed to the 
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reads ag follows; 


"2(c) Review the copitel structure of the Conadion 
Notional Reilway Company and report on the 
advisability, (or otherwise), of esteblish- 
ing ana mointoining the fixed charges of that 
Company on a besis comparable to other major 


railways in North America," 


ido. not Propose to discuss the matter at any length. 
The Commission heard a great deal of evidence from 
Mr. Donald Gordon, Mr, Cooper and Mr. Fairweather for 
the Conadian Netionol, 

On beholf of Ai Ger tern | Support the proposel meade 
by Mr. Gordon end leter amended by Mr. O'Donnell, It is 
now high time thet the Government policy of 1923 be 
revised ond thot the Canadian Nationel be rid of the load 
of debt which it wes required to take over from the benkrupt 
predecessor companies and the unremuneretive Government 
lines. The Conadian National hes endeavoured to discharge 
this obligation but it hes become quite obvious that 
the interest burden is out of sl] proportion to the 
Zesent ‘or prospective earning power, 

Fe % He He HH H BH & 

Viewing the matter es it is at the moment, there 
would seem to be no reason for displacing the Canadian 
Pacific as the measure or guide for esteblishing freight 
rates, in other words, as the yardstick. 

The Cansdian Notional must be given en Opportunity 
to earn surpluses end if the Suggested re-cepitslization 
will aid, so much the better, They themselves think there 
*S no probability of earning large surpluses - end say 
that if surpluses ere earned the Canadian Pacific will earn 


lerger surpluses. Be that as it moy, it is my submission 
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py che Tutore) Possibilities should spesilereiee wennestt 
with 9s and when they arise, 

If the Cansdian Pacific is to-day the prescribed 
yerdstick, then it must not be displaced on light grounds, 

No possible sadventage either to the toxpoyer or the freight 
Shipper could result fron bankrupting the Canedien Pacific 
Railway. 

It would be the Simple duty of the regulatory body 
end indeed of Porliament to See to the contrary. I see no 
good reason for not relying upon thet sense of duty. 

But the question moy well erise: - would there eventuate 
circumstonces which might warront the regulatory body 
examining the opersting results of the Canadien Pacific 
by woy of critical comparison of those results with the 
results of the Canadian Netional. 

I cannot subscribe to the view thet forever the Consdian 
Pacific must remain the yordstick ond never must the Conodian 
Netional become the yardstick. With respect, Fdo not. think 


the Commission is called upon to make such a recommendation. 


RATE BASE AND RATE OF RETURN 

I propose to be very brief in my discussion with the 
Commission in the metter of rate base and rate of return. 

I am opposed to eny statutory provision being made 
which would require the regulatory body to deal with ap- 
plications for freight rate increases on the basis of 
awarding es rate of return on a rate base. In my submission, 
the Bosrd should be left es free 9s it is at the moment to 
come to 2 conclusion with respect to 9 freight rate increase 
either by determining the "requirements" of the yardstick 


company or by finding 2 rate base for that company end then 


applying a rate of return to that rete base. 
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The experience in the United States snould serve 3s 


Buide. In 1920, Section L538 “or the Transportation Act, 


1920, was enacted; 2s a result of that enactment the 


Interstat© Commerce Commission prescribed 52% os 2 fair 


rete of return upon which to set freight rates. In 1933 


that provision in the Statute was repecled. 


Section 159 of the Interstate Commerce Act now recds 


8s follows: 


Old Section 15a 


pecocwm t52a) (1)! When usediin this section the term 
'rates' means retes, fares, anq 
charges, and ell clessificeations, 
regulations, end practices reloting 


thereto. 


Bienen ps 173 


(2) In the exercise of its power to 
prescribe just and reasonable rates 
the Commission shell give due ae 
Sideration, emong other factors, to the 
effect of rates on the movement of 
treffic by the carrier or carriers for 
which the rates ere prescribed; to the 
need, in the public interest, of adequate 
end efficient roilwsy transportation 
service at the lowest cost consistent 
with the furnishing of such services; 
and to the need of revenues sufficient 
to enable the carriers, under honest 


economicel and efficient management to 


provide such service." 


The situation in the United States, therefore, is that, 


while the Interstate Commerce Commission hes got rid of its 


statutory obligation to find e rate of return on a rate base, 
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it nevertheless is free in practice to follow thet pro- 
cedure. In my Submission, the regulatory body in Canada 
should be Similerly free, 

I an, therefore, opposed to the amendment submitted 
by the Conedian Pacific és Section 325, subsection {; *whien 
would impose the rigid requirement upon the Board to proceed 
by no other method than the rate base and the rate of 


Pevurn basic. 
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1 
MISCELLANEOUS 
(1) Reparations 
The Canadian Manufacturers Association and the 

Industrial Traffic League advocated en amendment to the 

Railway Act deeling with Reparations. The purport of the 
7m >° amendment is to give to the Courts sand to the Transport 
7! Board power to award damages to persons who have paid 
2. freight rates which sre held to be unreasonable or un- 


justly discriminatory. See Transcript p.5/e7y.) Vol. oo. 
The amendment is wrong in principle, 
I cannot agree that the Shipper or the consignee or 
| enyone along the way to the person who ultimately bears the 
freight cost should collect and retain any damages paid 
pursuant to any Statutory provision of the kind advocated 
by the Canadian Menufacturers Association. No intermediary 
Should be put in a position to collect 4nd retain reparations 
where he has personally suffered no loss. 
| (2) Segregation of Freight end Passengers 

Alberta supports the amendment proposed by Manitoba. 
Manitoba proposes a new Section 325A which, among other 
things, will require the Board in e rate case to heve regard 
to the cost of operating the passenger service. 

(3) Carriage of Mails and Troops 

This matter is dealt with by Mr. Jefferson at pp.15284 
Poi, Vor. ’75. 

[ agree with the recommendation made to the Commission 
by the Canadian Pacific that the Railway .ct and the Post 
Office Act be amended so as to put rates of pay for the 
carriage of mail and troops under the jurisdiction of the 
Board of Transport Commissioners. 

I agree thet the railways should be able to include 
the mail rates and rates for carriage of troops in an 


application to the regulatory body for a general increase 


in freight rates. 
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Section 52 of the Reilwey Act 
a Ne Railwey Act 


In the Submission of Alberts , the Commission should 
mecommend that Section 52 of the Railway Act be not re- 
pegled; I Support Manitoba's Suggested amendment in that 
regard. Far from abolishing the right to go to the 
Governor in Council to seek redress from the decisions 
of the Transport Board, that right should be clarified 
88 Manitoba's amendment proposes, 

The Canadian Faciriti as concerned with the political 
implications, At p. 148 of Pau ie OLMerts Submission, it 
Says that Section Ses 

"An invitation to the public to have railway 
problems considered in a political forum and to 
attempt to have such problems decided on political 
considerations rather then upon the merits and 

upon the evidence", 

faeces 6 pretty shocking statement to make. It 

puts upon the lowest possible level the relations between the 
Government of Canada and those citizens of Canada, including 
the Provinces of Canada, who feel that injustice has been 
done them by the regulatory tribunal. 

I will content myself with calling to the attention of 
the Commission the Judgment of the Governor in Council b 4 tie 
21% case - P.c, 4678, 

Does the Canadian Pacific say that "political consider- 
ations" dictated the laying down of the principle in P.c. 
4678 that non-rail income should bear a shore of corporate 
needs such as fixed charges, dividends and surplus? 

We might es well speek plainly about this metter. The 
people of Alberta would never be satisfied to have the Board 
of Transport Commissioners the one and finsl Court of last 


resort without appeal. The railways are instruments of 


national policy. If questions of national policy srise, then 
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it is for the policy-making body - the Federal Cobinet - 


to review ond consider those questions end direct the 


Board eccordingly, 


Horizontal Percentage Increase 

Alberta takes the position that a Straight horizontal 
percentage increase is discriminatory égainst long-haul and 
primary products traffic, With regard to the main traffic 
flows as they exist Within the railway systems to-day, 
Alberta is located et the outer margin where the effect of 
freight rate increases ig Sreatest. In our view, the impact 
OTS cla Beneral increases Should be lessened by the fixing 
of maximum increases on certain traffic, The method of 
echieving this is to have these limitations prescribed by 
the Board at the time of its judgment on an application for 
en increase. The contrary view that individual complaints 
can be lodged later offers no remedy for this grievance - 
by that time it is too late, for all practical purposes, 
for eny consideration to be given. 

Alberts Supports the emendment to Section 325 submitted 
by the Transportation Commission of the Maritime Board of 


Trade, 


Grade Crossings 


I adopt the position taken by Menitoba in this metter., 


CANADIAN NATIONAL - CANADIAN PACIFIC 
CO-OPERATION 


Alberta's interest in the co-operation contemplated 
by the Canadian National - Canedian Pacific Act is in the 
extent to which such co-operation can be effective in re- 
ducing costs and thus reducing the financial requirements 


of the railways. This was the point raised in the course of 


the twenty-one percent case, My own position was that there 


wes no information evailable to the Board on the extent to 


Which ell feasible co-operative money-saving projects had 
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been put into eriect.. 


That position was reiterated in the appeal of the 
seven provinces to the Governor in Council in the same 
case. The decision of the Governor in Council to include 
an examination of this Act in the Terms of Reference to 
this Commission doubtless arose in part from the discussions 
before the Federal Cabinet, 

In the nature of things, the Provinces are in no 
position to make pecommandstions as to Specific co» 
operative proposals that could have been or should be 
Cerried (cute 

It appears to me that sufficient information on this 
Subject can be made available annually through the reports 
to Parliament as required by the Act, My only suggestion 
is thet both railways be required to report aennuelly to 
Perliament concerning the nature of the projects considered, 
approved or put into effect during the year. At the present 
time the Statute requires a report from the Canadian National 
elone end the Commission Will recall that re Fairweather 
said that he did not know ony report made by the Canadian 
National under Section 14 of thig Act. 
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MR FRAWLEY: Then I will now have to go very 
quickly through the rest of this. As to the Freight 
Classification, we Say that the Classification Should be 


reformed, and that insteaq Of the Original ten classes, 


designated Class 100. 

As to the mixing Privileges, we are against that. 
We say that militates against Western Canada. We see no 
reason why we--- 

THE CHAIRMAN: Is anybody lert for it now? 

MR FRAWLEY: Oh, I think that the railways take 
a sort of neutral Stand and Say that they don't Careg, that 
we cannot make up our minds about it; but now as Car 6s 07 
am concerned, I am making up my mind for the Province of 
Alberta: we ask to be put on the same basis as Other people, 
as Eastern Canada. 

THE CHAIRMAN: Tf notice at the top of L-4 you 
talk about neutrality; you mean the railways! neutrality, 
do you? 

MR FRAWLEY; Yes, my, lords 

THE CHAIRMAN: Yoy mean the railways? 

MR FRAWLEY: Yes, my lord. 

Now, going to the financial part of my brief, I 
discuss uniformity in accounting methods and Statistical 
procedures, 

THE CHAIRMAN: You begin that at? 

MR FRAWLEY: I begin that at M-1, Sir, and. that 
runs through to M-23. 

In the matter of uniform accounting, I only want 
to make it Clear, sir, that in my submission this Commission 


Should recommend that there must be one System of accounting 


Prescribed for the Canadian railways. 
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On this vexeg question of depreciation accounting, 

as just one matter, I do not care whether the user method 
which the Canadian Pacific favours or the Straight-line 

method which the Canadian National favours be adopted, but 
the Board must have the final determination of that, and 

I think that: really in the ends=-— 

THE CHAIRMAN: po yOu go so far ag to Say that 
there must be just the one method? 

MR FRAWLEY: Just the one. 

THE CHAIRMAN: For both railways? 

MR FRAWLEY; Yes, just the one, and it can be 
either one, my lord. 

Then I have a Separate section running from M-9 
to M-11 on depreciation accounting, and there I call 
attention to what the Board itself has said about it at 
page 74 of the 21% Case, where Assistant Chief Commissioner 
Wardrope said that it is more than difficult to make 
etTleotive comparisons when one of the major railways is 
operating on one system of depreciation and the other major 
railway on another System of depreciation; that leads; to 
confusion, and it is more han difficult to make effective 
comparisons. That alone would be my justification for sug- 
gesting that that must disappear, that in the long run 
there will have to be a contest, I take it, between the 
Canadian National and the Canadian Pacific before the 
Transport Board, and it will be then determined whether ie 
Shall be on the user basis or the--- 

THE CHAIRMAN: Then this is clear: You would not 
leave the Board free to allow the railways to be free? 

MR FRAWLEY: No; that is right, sir. There must 
be a final determination. And I think, sir, that I would 
like to call attention, because I took the pains to call 


attention, to what Mr. Evans said to you, sir, at page 17551, 
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and that has been put together on page M-6. TI say at the 
bottom of page M-5; 

In our Submission, it is imperative that whatever 
method of depreciation is Prescribed such method must be 
adopted by both railways, 

I quote what Mr. Thompson said to me in volume 92, 
at page 17542, when he eéreed with me that the Board must have 
the last word. He said; 

"I think the Board would have to have the Last word." 

Then at page 17551 mr, Evans discussed it with you, 
Mr. Chairman, and this igs what is recorded: 

"THE CHAIRMAN: Woula you go this far then? First 
we have uniform accounting and then up comes this 
question, this incidental question of what method of 
depreciation is to be pursued. You Say you would prefer 
freedom of choice. 

MR EVANS: Yes. 

THE CHAIRMAN: And if the Board Says no, you are to 
adopt this one method? 

MR EVANS: We will have to subscribe to that. 

THE CHAIRMAN: You think the Board should have that 
power? 

MR EVANS; Oh, I do not think there is any doubt 
about that." 

Then I quote what Mr. Cooper of the Canadian National 

Said, in volume 101, at page 18873: 

"Q. So it would not be a matter of Sitting back ang 
waiting to be asked. Uf the question of which system of 
depreciation Should be used, you would be prepared to 
present your views as to the Straight line method? 


a Yes, 


Q. "And you would abide by whatever prescription came 


“Ge 


from the Board after that consideration? 
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A. We would have isos 
Then, my lord, I would like to pass now to the 
matter of Segregation of Assets and spend very little time 


THE CHAIRMAN: What page is that? 

MR FRAWLEY: That is page M-12. the, sub- 
Paragraph of my brief begins at M-12 and runs through to 
M-18, sir. 

There [I Say that I agree with the Suggestion 
which Manitoba has Proposed, namely, a new section 325¢ of 
the Reilway Act to deal with this matter of Segregation of 
assets and revenues. [In a word, I say that the position is 
not a difficult One. The regulatory body must be able to 
say what are rail assets and what are non-rail assets, what 
are rail revenues ang what are non-rail revenues. 

Then, my lord, I come to page M-19, and I woula 
like to read that. I think we need not be too long about 
that. 

"I now propose to discuss very briefly three 

Closely related matters: Canadian National Capitaliza- 
CLon ,- the Yardstick Concept, Rate Base and Rate of 
Return, 

Canadian National Capitalization is committed to 
the Commission by paragraph 2(c) of the Terms of 
Reference, which reads as follows;:" 

And I do not need to read it. 

"I do not propose to discuss the matter at any 
length. The Commission heard a great deal of evidence 
from Mr. Donald Gordon, Mr, Cooper and Mr. Fairweather 
for the Canadian National. 

On behalf of Alberta, I Support the Proposal made 

by Mr. Gordon and later amended by Mr. O'Donnell. it 
iS now high time that the Government policy of 1923 be 
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revised and that the Canadian National be rid of the 
load of debt which it was required to take over from 
the bankrupt predecessor companies and the unremun- 
erative Government lines. The Canadian National has 
endeavoured to discharge this obligation but it has 
become quite Obvious that the interest burden is out 
of all proportion to the present or prospective 
earning power," 

Passing to the matter of yardstick, I say: 
"Viewing the matter as it is at the moment, 
there would seem to be no reason for displacing the 

Canadian Pacific as the measure or guide for 
establishing freight rates, in other words, as the 


yardstick. " 


(Page 22183 follows) 


OAs 
. i ‘ta 


no ttotl as.tbsiad si) andy ge Abadren 
Sertupet Bow 3t stim tdeb tg Dag: a 
amos soReeosnssg dqurntiad a 
-agnil gasmnrtevo2 evisane 
ograpestph of betyovdsbae 
tert evotvde ofiup gmoosd 
sil? of notvsogong SiG 


w 


“ewogq ariawse 
lotvem ond OS af 
ott uitwetv” 
moe Dion oto 


use © 


oft toes mebbens? 


FTP 


~ @ELG3 = Mr. Frawley 


Canadian National must be given an Opportunity 
to earn surpluses, and if the suggested recapitalization 
Will aid, go much the better, They themselves think 
there is no probability of carning large surpluses -- 
and say that if Surpluses are earned the Canadian Peciii6 
will earn larger Surpluses. Be that as it may; it 4s 
my Submission that the future Possibilities should be 
left to be dealt with as and when they arise, 

If the Canadian PaCificuia today the prescribed 
yardstick, then it must not be displaced on light grounds. 
NO possible advantage either to the taxpayer or the 
freight Shipper could result from bankrupting the Canadian 
Fatvrieia Railway, 

It would be the Simple duty of the regulatory 
body and indeed of Parliament to see to the contrary. 

I see no good reagon for not relying upon that sense 
Of duty. 

But the question may well arise:- Would 
there eventuate circumstances which might warrant the 
regulatory body examining the Operating results of the 
Canadian Pacific by way of critical comparison of 
those results with the results of the Canadian National? 

I cannot subscribe to the view that forever 
the Canadian Pacific must remain the yardstick and 
never must the Canadian National become the yardstick. 
With respect, I do not think the Commission is called 


upon to make such a recommendation. 
RATE BASE AND RATE OF RETURN 
ee en Oe ee 


I propose to be very brief in my discussion 
with the Commission on the matter of rate base and 


rate of return. 


if 


y 


a 4) 


. hieeebrocss ao. povigeuad chao. Lerctiehh. ae bbeard 


migotveritediaqcsok bet cagavecadt *t Dts * soduker wene sod 

sjstesdt etvicenelt yoaT 1, vetfod edt toum .. 08 “bis ui Ltw 

Jigs eEtes: Baehetes + Te MoE it Gedowd “On Bt “amend 

| SOL? Ped met bere Ol.. DSeSe OTB. . BOR LOEN G “Ti dedt VR oone 

Eigi.. yam 32 ae ens On . 2. ee Eh SUPE Oe steane h- eee LLEw 

+ bivede. seiticidlecog ukw?: gndetedd cook mide sym 
swetis (perl: mente pre: cas: tity (2 LGS £8 oF wel 


ov ert yebot eb hotest neliens) eas tT 


iE 
| 
brs 
pas 
y 
| 
“ 
a 


j OPMO tS: THEOL To. HS0 2B alb-ed- ton denotitic mands aha 

_ ra ae x ae 8 aay er tf te! +e 2. : Cans. 9 2 Be ren FoU ebe: f ie or: dd. ea BOF ’ aC Vi 

a fede dale intietgqaeinad: mort igdvest f Laos seqgile tdatert ij 
v, VawE teat oi teoe® 


WIiCts Lage s Se oD cy <icp sol dt pl 8 “eld: e@ (efpow 371 
reason ait sot aoa ‘ot ;dremeibiq¢st Io Seshnt one iypod 
eeter furl: aoge rgaig let tor“ * soeset. boog oa-.a5€ L 
Mee “etud. Slt 
~jREWOW - pombod low yam OLS Beup nae rime? erat 
PRED: SUSE GE tg Pie Lotte Be oat amtro tt 9 so deue cov 6 ota 
sett te ahivesw melee eds. -gobalmexs my hod wrod ahvget a 
1, .9G8) estes pibegpains Ic Sew Td: ‘ eee 
. “iehciveal aathane > ot Ao eiivsagar tel deft: rw. he {ye 1580 | 
SSGSECE Deri? waty ond jog saivoadve pete Gut 
» dots Mobbebvey ooh nibasied: .2eum oftloast agiesnss 
, sn ss Ne be ebreey. weld. amooed fsncide:- tebbsasloedd save tem 
7 del hee. Gk: Hod deta Sl colt aaetld domo I. stooqeaen: 
al 


AGLI ePseMMOOOT Schou a, SESM- OS 4 ieee 


irae 


ORO. SOR Aa OME, Cee “ARE “a 


t ivi 
, PP 
Ty 


ose he 
i SO SaeIet Pyne Ty "rer Beck: WV od UT weQgorg i Fr a 
a 


Bas Send ~Fe¢ ta ored¢sem ent Ag: nox aetianed 


‘FTP 


= eto a Mr. Frawley 


I am opposed to any statutory provision being 
made which would require the regulatory body to deal 
with applications for freight rate increases on the 
Dasis of awarding a « rate of return on a rate base. 

In my Submission, the Board should be left as free as 

it is at the moment to come to a conclusion with respect 
to a freight rate increase either by determining the 
"requirements" of the yardstick company or by finding 

a rate base for that company and then applying a rate 

of return to that rate base, 

The experience in the United States should 
serve aS a guide. In 1920, Section 15A of the 
Transportation Act 1920 was enacted. As a result of 
that enactment the Interstate Commerce Commission 
prescribed 5 3/4% as a fair rate of return upon which 
to set freight rates. In 1933 that provision in the 
Statute was repealed. Section 15A of the Interstate 
Commerce Act now reads as follows» May ‘I-say) ‘sir, 
that the old Section, as I indicate on my page M-23 
the old Section 15A can be found in Mr. Bigham's book 


at page 173. I reproduce the new Section L5A. 


SECTION 15A:- 


"(1) When used in this section the term 
'rates' means rates, fares and 
charges, and all classifications, 
regulations and practices relating 


thereto. 


(2) In the exercise of its power to 
prescribe just and reasonable 


- rates the Commission shall give due 
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consideration, among other factors, 

to the effect of rates on the movement 
Of traffic by the Carrier or carriers 
for which the rates are prescribed; to 
the need, in the public interest, of 
adequate and efficient railway trans- 
portation Service at the lowest cost 
consistent with the furnishing Or 

such Service; and to the need of revenues 
Sufficient to enable the carriers, 
under honest economical and efficient 


management to provide such Sciryviccsd 


You will see that any requirement to find a 
rate base and rate of return on that rate base, as it 
was in the original Act, has disappeared, 

The situation in the United States, therefore, 
is that, while the Ger sts vers 

THE CHAIRMAN: It says:- 

"In the exercise of its power to pres- 

cribe just and reasonable rates the 

Commission shall Sive due consideration, 

among other factors....," 

At the moment, what use is made of those words? 

MR. FRAWLEY: "Among other factors"? 

THE CHAIRMAN: I mean in practice, 

MR. FRAWLEY: I think perhaps that was intended 
not to limit the Commission to the effect of rates on 


the movement. 


THE CHAIRMAN: Can you tell me how that 


was interpreted? 


MR. FRAWLEY: No, I have no cases on hand 
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to tell You about it. 


The situation in the United States therefore, 
is that, while the Interstate Commerce Commission has 
got rid of its ste atutory Obligation to find a rate of 
return on a rate base, it nevertheless is free in 
practice to follow that procedure, 

THE CHAIRMAN: Does it follow ite 

MR. FRAWLEY: ‘That seems a difficult matter 
to determine. One would think that it does. The best 
we can find out is that it is difficult to know what 
its 58. thet finally determines the rate increase of 6% or 
12%, perhaps because of the kind of statute they now 
have. They do have the Valuation of the railways and 
they could if they wish -- frankly I don't think anyone 
could say that is just how the freight rates are arrived 
at in the United States. 

I say that while the Interstate Commerce 
Commission has BOW viduct 15 Statutory Obligation to 
find a rate of return on a rate base, it nevertheless 
is free in practice to follow that procedure. In my 
Submission the regulatory body in Canada should be 
Similarly free, 

I am therefore Opposed to the amendment 
Submitted by the Canadian Pacific as Section 325, 
Sub-section 7, which would impose the rigid require- 
ment upon the Board to proceed by no other method 
than the rate base and the rate of return basis, 

THE CHAIRMAN: Doesn't that amendment draw 
forward on account of the question of the recapitaliza- 


tion of the Canadian National being put before Lt? 
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MR. FRAWLEY: Well, it perhaps is so, 

THE CHAIRMAN: However, we will have Somebody 
else on that, never mind, 

MR. FRAWLEY: I might tell you, I might answer 
that question, 

THE CHAIRMAN: I think it arose in that 
connection as a safeguard. I Suggest you don't waste 
any of your time on it because Mr. Evans will have BO 
State the amendment. 

MR. FRAWLEY: Here it ls)" my Lord 9. Tel was 
an addition -- no, I cannot Say, Sir. I did not make 
a note of the date on which I received this amendment. 
They are proposing perhaps additional amendments to 
the Railway Act, and the precise date on which I 

received them I didn't make a note of, but they were 
made at the same time that their Suggestions with regard 
to crossing protection and so on were made. Whether 
they were made after Mr. Gordon's proposal was submitted, 
I don't know. It is for them to say. 

Now, I don't propose to read the 
" Miscellaneous" section because those are relatively 
unimportant. I reject the suggestion that there Showld 
be legislation with regard to reparations. I Support 
what Manitoba has proposed with regard to the Segregation 
of freight and passenger. I support what the Canadian 
Pacific has suggested by way of Amery regarding 
the carriage of mail and troops; and with regard 
to Section 52 of the Railway Act, I ask that it be 
continued. I deal very briefly with the Canadian 
fo 1itc, 8 Objection to That. 2! say that the Federal 


Cabinet must be retained - - 
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THE CHAIRMAN: Yes, that is the appeal, 
MR. FRAWLEY: Yes, the apveal section, sir, 


and with respect to the horizontal percentage increase 


I support the amendment to 325 proposed by the Transportation 


Commission of the Maritime Board of Trade. 

THE CHAIRMAN: You Support it? You say that, 
do you? 

MR. FRAWLEY: I Say that, sir. Then I say 
with respect to Grade crossings, I adopt the position 
taken by Manitoba with regard to the matter of grade 
crossings. On Canadian Pacific Co-operation TI Simply 
Say, Sir, that it would appear to be sufficient if 
there were reports required annually from each railway. 
My suggestion is that both railways be required to report 
annually to Parliament Separately the nature of the 
projects considered, approved or put into effect during 
the year. At the present time the Statute requires a 
report from the Canadian National alone, and the Commission 
Will recall that Mr. Fairweather Said he didn't know of 
any report made by the Canadian National under Section 
14 of this Act. When I asked Mr. Fairweather about 
policing the Act, he said he thought there was sufficient 
policing by the fact that Parliament was told about 
it. Then when I said: Is Parliament told about) tte, 2 
he told me there was no Special report under Section 14 
but he said he thought there might be something in the 
Annual Report of the company. I go further and say, 
not only the Canadian National, but why leave out 
the Canadian Pacific? -- that each railway should be 
required to make an annual report to Parliament with 


respect to what has been accomplished under this Statute. 
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THE CHAIRMAN: Is that all you are asking 


for? 


MR. FRAWLEY: That is all I am asking for in 
connection with that. 

THE CHAIRMAN: You are not asking that the 
Board be required to take this into consideration ana 
SO on? 

MR. FRAWLEY: No, my lord, I am contenting 
myself with Suggesting that there should be an annual 
report to Parliament. That concludes my argument and 
I am obliged to your lordship. There are one or two 
Short matters, I think, . Which I may want to raise 
for one minute to offer a brief amendment of some kind. 
I think perhaps there are only one or two matters left 


during this morning'ys discussion. 


THE CHAIRMAN: Very well, Mr. Brazier. 
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ARGUMENT SUBMITTED ON BEHALF OF THE 


PROVINCE OF BRITISH COLUMBTA 
ene ee VULUMBIA, _ 


MR. C. W. BRAZIER 
a DRAGER 


MR. BRAZIER: In Opening my final statement 
to this Commission on behalf of British Columbia, I 
wish to recall to you the words which the Honourable 
Mr. Wismer, Attorney General of Bricish Columbia, used 
in welcoming the Commission to our province. He said 
Mavperte « "Let me Say for my Government that while we 
are most certainly mindful of the good of the people 
and industries inthis Province, we are not indifferent 
to the problems of the nation as a whole. In our 
approach to the Dominion-Provincial conferences we have 
endeavoured to avoid a parochial point of view and in 
like manner we approach the problems associated with 
transportation. British Columbians do not wish for 
Special favours. At the same time, however, we strenuously 
Object to unfair and discriminatory treatment". 
oleae Bie Dan 2207), 

For many years British Columbia fought against 
a@ rate discrimination imposed on traffic in, Our 
Province because we lived in that part of Canad2: which 
contained the great mountain ranges of this country. 
The railways said that the costs of operation in the 
mountain territory were higher than in the Prairie 
Provinces, but if that was the test there were un- 
doubtedly other territories in Canada where the costs 
of operation were higher also but no attempt was made 
in those other territories to impose higher rates because 


of higher costs. Further, we Said if regional costs 
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were to be taken into consideration regional revenues must 
also be examined, British Columbia believes that national 
problems, of which railway transportation is one, must be 
considered from the point of view of Canada as a whole, 
and the same rules must apply to each Part of Canada, 
Fortunately we succeeded in having that particular dis- 
crimination removed Within the last year so far as freight 
rates are concerned. One further glaring example of such 
unfair discrimination remains today in British Columbia, 
and that is in regard to passenger fares. The basic 
passenger fares in British Columbia are one-half of a 

cent per mile higher than in the rest of Canada. TI 

think you can reasonably conclude, and this is a matter 
which I will deal with later, that passenger traffic as a 
Whole is carried at a 108s, but ie where else in Cenada 

do the railways Suggest that they apply the principle 

of cost and value of service at LX the passenger 

fares except in British Columbia. Does anyone suggest 
that passenger fares in Newfoundland are related in any 
way to the cost of the service rendered? Yet, when Mr. 
Welker, Chairman of the C.P.R., was questioned about the 
higher fare in British Columbia, he gave the following 


evidence... (Vol. 64, pp., 13491 - 13492). 


(Page 22191 follows) 
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"Mr , BRAZIER: Mr, Walker, in answer to one 
question which my friend Mr, Shepard put to 
you, I think you made this statement -- ang 
you will correct me if I have not got it down 
quite correctly -- you said: 'We believe in 
the equality of rates throughout the country,! 

A. Yes, 

Q. You statea that as a general principle 
of the Company? 

Me Yes, 

Q. I want to direct your attention, Mr, 
Walker, to the fact that at the present time both 
the Canadian Pacific Railway and the Canadian 
National Railways charge a higher basic passenger 
fare in parts of Alberta and in British Columbia. 
Is that not correct? 

Pee think Stie. 

Q. Half a cent per mile higher in British 
Columbia than in the rest of Canada? 

Ae Yes, 

MR. O'DONNELL: Because of the rarified 
atmosphere, 

MR. BRAZIER: Q. Can I take it from your 
Statement as to equality of rates that the 
Canadian Pacific Railway would be quite willing 
to place passenger fares in British Columbia on 
the same basis as the rest of Canada? 

A. No, I do not think so. 

Q. That is another application we will have 
to make to the Board? 

A. Equality is not necessarily uniformity. 

Q. Not in the case of passenger fares? 


hye No; It depends on the cost of service 
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and the value of service, 

Q. You still adhere to the principle that if 
cost of service in One particular region of the 
railway is higher than it ig elsewhere, you are 
justified in having rates higher in the one region 
than elsewhere? 

A. Yes, and I fing myself in distinguished 
company in thinking so, 

Q. So I assume then that the official 
attitude of the Company has not changed since the 
Mountain Differential was removed on the freight 
traffic? 

Ave Noy" 

COMMISSIONER INNIS: What part of Alberta is 

affected by this° 

MR. BRAZIER: The rate division is made at 

Edson on the Canadian National railway, and it is practi- 
cally on the border of Alberta so far ag the GPR 
On the southern line it is Crows Nest, I believe. 

THE CHAIRMAN: How does the rarified atmosphere 

affect the cost of operation? 

MR. BRAZIER: I have no idea, 

THE CHAIRMAN: That is not explained, 

MR. BRAZIER; That is Mp. O"'Donnell's comment. 

I think Mr, O'Donnell was just being a little facetious 
at that point. 

I particularly call the Commission's attention to 
Mr, Walker's statement, He says: 

"It depends on the cost of service and 
the value of service," 

At the same time if we look at the C.P.R, submission when 


dealing with this matter, in Part I, page 124, they make 


this statement: 
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"Since then air and highway transportation 
have grown to Such an extent that it is out of the 
question to establish Passenger rates in relation 
to cost of SopvViICce Saph) en" 
Yet we have Mr, Walker Stating that in so far as British 
Columbia is concerned because they have the mountains 
there, and everybody can see ang appreciate the diffi- 
culties the C.P.R. has in crossing them, for that reason 
they are justified in imposing a higher charge on traffic 
in our province, 
THE CHAIRMAN: Where is that reference you 
just read 
MR. BRAZIER; Page 124 of Part I of the CRP, 
Submission, When I questioned Mr, Fairweather about the 
Same Subject I must Say that Mr. Fairweather appeared 
to me to be a most competent and fair-minded witness. 


He had this to say: (Volume 110, page 20232) 


"MR, BRAZIER: 

Q. You are aware, Mr, Fairweather, I 
presume, that the Canadian National Railways 
charge a higher passenger fare in British 
Columbia than it does in the rest of Canada? 

A. I really was not aware of that, no. 

Q@. If I state that to you'as’ a Tact, do 
you know any reason why that would be justified 
from the railway's point of view? 

A. I can think of many reasons, 

Q. I mean in comparison with other parts of 
Canada? 

A. I would say if we can collect the revenue 
we would be very foolish not to." 

The answer of these Executives of the two 


Railways clearly indicates, I Submit, the attitude of 
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Pailway officials Benerally to regional discriminations, 
namely, that we will do whatever we can to prevent 
their removal Since we need the little extra revenue they 
provide, It is just such an attitude which has caused 
SO many to lose Sympathy with the plight. of the railways. 
it. the railways Seriously mean that they will accord the 
same treatment to all Parts of Canada they should now 
brove their good faith by immediately reducing the 
passenger fares in British Columbia, The total revenue 
involved cannot be large but the railways will be able 
to demonstrate that they are to be taken Seriously when 
they say they believe in the equality of rates wherever 
possible, 

This leads me to a Statement of what British 
Columbia thinks Should be a fundamental finding of this 
Commission, namely that all rates and tolis in Canada 
Should be equal wherever this is possible, and if there 
are to be exceptions from this general rule, then the 
exceptions should apply in the same manner to all parts 
of the country. 

THE CHAIRMAN: Do you elucidate that any where 
by an amendment? 

MR. BRAZIER;: Yes, 1,d0 mifew Pages later, 

if, for instance, the railways are to be 
permitted to publish competitive rates, and I am not 
Suggesting for a moment that they should not have that 
privilege, then the rules governing competitive rates 
Should be the same in British Columbia as in Alberta or 
Ontario or any other part of Canada. Our two great 
railway systems are national undertakings, and all users of 
them should be entitled to equal treatment, In a country 
as large and varied as Canada, it is practically 


impossible to say that traffic in one part of the country 
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1s being carried under Similar conditions es traffic in 
another part, but Providing there is substantially 
uniformity in mileage and loading, I submit the rates 
should be equal, I Say that the fruit grower in 
British Columbia Should not have to pay any more to ship 
his apples 500 miles by rail than the fruit grower of 
Ontario, and in this I am only speaking of the normal 
rates, 

THE CHAIRMAN: What is meant by "normal rates"? 

MR. BRAZIER: Those are the standard mileage 
rates and the commodity mileage rates, I am not referring 
there to competitive rates, 

In view of the many decisions of the Board 
of Transport Commissioners on this subject, I am of the 
opinion that to establish this principle section 314 of 
the Railway Act should be amended by striking: out the 
words "under Substantially similar circumstances and 
conditions" and the words "passing over the same line 
or route" in subsection 1 of that section so that 
it would read as follows, namely -- 

THE CHAIRMAN: You would have the Subsection 
as you have it there? 

MR. BRAZIER; Yes, just striking out in the 
first line of the printed Railway Act the words "under 
Substantially similar circumstances and conditions" ang 
the words "passing over the same line or route", There. 
fore the section would then read: 

"All tolls shall in respect of all traffic 

of the same description and carried in or upon 
the like kind of cars or conveyances be 
charged equally to all persons at the same 


rate; whether by weight, mileage or other- 


wise," 
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COMMISSIONER INNIS: How does this amendment 
differ from that Of Mr, Frawley? Does it differ much? 
MR. BRAZIER: [ think Mr, Frawley -- 

THE CHAIRMAN: Mr. Frawley's amendment just 
provided that al] Shippers must pay the same rate from 
point A to point De 

MR. BRAZIER; This would go further than that, 

THE CHAIRMAN: Which is the law anyhow? 

MR. BRAZIER; J[ think so. I think this would 
gO further ana Say, as I put it, that for 500 miles out 
of the Okanagan the rate should be the Same as for 500 
miles out eyo hey Posne. There may be no connection 
between the two Shipments, 

THE CHAIRMAN: You would take away from the 
Board the power they have to consider dissinflar cir- 
cumstances and conditions, Whatever the respective 
circumstances or conditions might be railway rates must 
remain the same? 

MR. BRAZIER: That is PISnL, I say in a 
country the size of Canada 10/25, Terug easy to find 
different circumstances and conditions in every part of 
the country so that you can almost automatically say 
that the Board of Transport Commissioners and the railways 


are able to point out some differences in conditions which 


would warrant a different rate, 


(Page 22200 follows) 
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THE CHAIRMAN: That would tend to a levelling 
of rates throughout the whole country, woulda it not? 

MR. BRAZIER: With the exception of your com- 
petitive rates, At this point I Shoulj like to refer the 
Commission to a recent judgment of the Board of Transport 
Commissioners, | 

THE CHAIRMAN: In which case is that? 

MR. BRAZIER: [t 1s an application of the Granby 
Consolidated Mining ana Smelting Company, It is an 
Operation in the province of British Columbia, 

THE CHAIRMAN: In British Columbia, dia you say? 

MR. BRAZIER: Yes, 

THE CHAIRMAN: What was the name again? 

MR. BRAZIER: The Granby Consolidated, Mining, 
Smelting and Power Company Limited, The judgment is dated 
February 18 of this year, This was a case where the 
Granby people were making an application to the Board of 
Transport Commissioners to the SstPrectepnat the railway 
should Supply them with details as to the cost of operation 
So far as the Granby Company was concerned, The ,PyRY 
haul ore from the mine to the mill, and then they haul it 
from the mill down to Huntingdon where it is transshippea 
to an American railroad and taken to Tacoma for Smelting, 

THE CHAIRMAN: It undergoes some in this country? 

MR. BRAZIER: Yes, it 1s smelted there, and the 
concentrates are sent forward. Their application was for 
a lower rate than was being charged, In that case they 
Made this application for particulars as to the cost to 
the railway of the particular operation, I should like 
to refer the Commission to two sentences in that judgment, 
which read as follows: 

"The Board, in dealing with the reasonableness 


of rates in the many cases dealt with, has never 
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fonnd it Possible to lay down a precise formula 
whereby the reasonableness of & rate could be 
accurately determined, In all of its experience 
it has found that many varying factors enter into 
each case, " 
THE CHAIRMAN: Where is this to be found? 
MR, BREAZIER; Unfortunately, my lord, I just have 
this copy, 
THE CHAIRMAN: What is the date of it? 
MR. BRAZIER: The judgment is dated February 18, 
1950, I have not checkea to see whether it is in the 
bound copies of judgments, orders and regulations, 
THE CHAIRMAN: Wertavabeseee of it forwarded, 
MR. BRAZIER: TI am just suggesting that that 
emphasizes the point I am making, that conditions vary 
greatly throughout Canada, 
THE CHAIRMAN: No doubt the company here asserted 
that the rate was unjust and unreasonable, 
MR. BRAZIER: Yes, 
THE CHAIRMAN: What did the Board do about it in 
the result? 
MR, BRAZIER: The application was refused and 
I understand that a somewhat reduced rate was granted by 
the railway Shortly afterward, so that the case itself 
will PPoba bly never be heard of again, 
THE CHAIRMAN: Settled out of court? 
MR. BRAZIER: Yes, 
I think everyone realizes that a complex rate 
Structure such as we have in Canada cannot be revised 
Overnight or perhuaps within a year or two thence, but 


this should be the definite goal which any rate-making 


body Should strive: to attain, The obvious place to make 


&@ Start on such a revision is with the Standard mileage 
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Class rates, first, because they are the basic rates of 
the structure, and Secondly, because we have been advised 
Epete Probably nly yl5. percent. of the traffic is carried 
on these rates, This would provide a uniform basis for 
other rates in the future, and most likely cause very 
little disruption to the business or industry of the 
country, 

THE CHAIRMAN: yYoy Say that fifteen per cent of 
the traffic is carried on the standard rates? 

MR. BRAZIER: JI think in the 30% Case that was 
mentioned, 

THE CHAIRMAN: I think we were told that it was 
much less than that. 

MR. COVERT: My understanding is that it is 
only about five per cent. 

THE CHAIRMAN: Yes, we were told that it was 
less than five per cent, Did Mr, Jefferson not tell us 
that? 

MR. EVANS: I think about five per cent, 

MR. BRAZIER; That would make the position even 
stronger, I am probably referring there to the percentage 
of traffic that was affected by the mountain differential, 

In adopting such a plan, the railways state 
that they wish to be assured that there is to be no 
loss in revenue to them, and I think this is a reasonable 
request. Yet the adoption of uniformity should not be 
held up indefinitely for fear that there may be some loss 
of revenue, Surely rates somewhere between the present 
prairie and eastern scales will give the railways 
approximately the same revenue and permit this important 
step in equalization to be taken at an early date, I 
Submit that it will be more in the interests of the 


railways themselves to see that uniformity is adopted as 
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SOON aS possible than to themselves with any 
Small loss of revenue that may result from putting into 
effect such a plan of equalization, 

THE CHAIRMAN: Do I understand that you concede 
that this uniformity you wish to have should not cause 
any loss of revenue except possibly 4 small amount to the 
railways? 

MR. BRAZIER; Yes, I presume it will be a 
matter as to which only experience will tell whether’ the 
revonue 


/veceived under the new rate is what they are now receiving, 


But it is a matter upon which you cannot be too precise, 
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Therefore, I submit that the most essential 
recommendation your Commission ean méke in regard to the 
rate structure of Canadas is that equalization of rates 
in its true sense be undertaken at the earliest possible 
date and that whatever Statutory changes ore required to 
effect this should be made at once. 

THE CHAIRMAN: Just a minute. Ag to equalization 
of rates, that is a duty that Lencast upon the Board under 
that recent Order-in-Council, 

MR. BRAZIER;: Yese wBut they still heave in thet 
Order in Council these words, "under Substantially similor 
conditions", 

THE CHAIRMAN: ‘hat is (in ethat order-in-Council? 

MR. BRAZIER: Thoet is Still in the Order-in- 
Council, 

THE CHAIRMAN: fT see. In dealing with that Order- 
in-Council, you think thet those words should be deleted? 

MR. BRAZIER: They should have been deleted. 1 
think that wording is taken from previous Orders-in-Council, 

THE CHAIRMAN: What is the number, again, tofrchiat 
Order-in-Council? 

MR. EVANS; Lt deh Cale z 

MR. BRAZIER: The Order-in-Council which instructed 
the Board to make the general freight rate investigation in 
1947 was in similar terms. Yet we found that there was 
continued dissstisfaction throughout Western Cendda after 
that investigation because there hod been no real equali- 
zation of rates. Too many reasons were found whereby there 
Should be differences in ratesin different ports of the 
country. 

The Board of Transport Commissioners Ls); \Irunders= 
Stand, starting its general freight investigation this Foll 
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that time it may be many years before there is an opportunity 
for a general revision of rates, 

I think it is eppropriate et this time to make 
some observations upon British Columbia's position in the 
Cenedian Federstion. British Columbio was o Separate crown 
colony when cofifederation was concetved and became a realley ; 
but it was immediately eappsrent to the political leaders 
peeve med neatthatedt. Che. Nogthenn nad ar Newths Meee 
was to remain in the British Empire, it was necessary to 
extend the boundaries of the new confei eration to the Pacific 
Coast. A vast undeveloped territory lay betwepn the con- 
federatd colonies and the crown colonies of British Columbia. 
It is of historical record that there were many who lived 
in British Columbie at that time who strongly favoured 
joining the United States of America, Sir John A. MacDonald 
Saw the danger of this feeling growing unless immediate 
steps were taken to bring British Columbia into confederation. 

This wes only feasible 3s some means of overland 
communication with the crown colony could be established, 
and the undertakéng which the Dominion gave to the people 
of British Columbia es eae consideration DOP OL Tame ucts 
federation was the early construction of 2 line of reiliway 
connecting British Columbie with the eastern provinces, 

In that regard, my lord, may I just point out 
that in the "Order of Her Majesty In Council admitting 
British Columbia into the Union" of May, 1871, one of the 


provisions of thet Order - and it is number 11, - reads as 


follows: 
1 ee The Government of the Dominion undertakes 


to secure the commencement simultaneously, within two 
years from the date of the Union, of the construction 
of 2a railway from the Pacific towardsthe Rocky Mountains, 


end from such point as may be selected, east of the 
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Rocky Mounteins, towerds the Pacific, to conne ct 
the seaboarg of British Columbie with the railway 
System of Cenada; ana further, to Secure the com- 
pletion of such roilwey within ten years from the 
dete of the Union." 

With the completion of the OVPsh. OL the Pecific 
Coast in 1885, the Province began to expand. ‘lthough its 
Growth was not Spectacular for some years, the province was 
richly endowed with neturel resources end with their develop- 
ment an inevitable expansion took place, an expansion that 
hes attained great proportions in the last ten to fifteen 
yeers, 

Let me quote briefly from the Budget speeach of 
the Minister of Pinence for 1949 which was filed as exhibit 
35 before the Commission. He makes this Statement at page 54, 
He is dealing there with the subject of British Columbia's 
position in the Canadian economy. 

THE CHAIRMAN: Mr. Brazier, we shell begin 
with that this ofternoon. I wish to Stete now that the 
Commission will sit this afternoon continuously until ten 


minutes after four, and then will adjourn until Thursday. 


The Commission edjourned at 1.00p.m, to meét agein st 2.45 p.m. 
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Ottawa, Ontario, 
Tuesday, May 9, 1950. 


AFTERNOON SESSION 
ARGUMENT By MR. BRAZIER RESUMED 

THE CHAIRMAN: Very well, Mr Breer. 

MR BRAZIER: "yg a historical event, British 
Columbia's entry into Confederation can be but viewed 
48 a recent Occurrence. Yet, in less than eighty 
years, a population Of 36,000 hag grown to 
1,082,000. Vancouver, which dig not exist as a city 
am 2871, to-day has a population estimated to exceed 
370,000; and Victoria, with a4 Population of 3,270 in 
1871, 1s now represented by Greater Victoria with 
over 100,000 in population. In this brief Period, Sthe 
total ratio of British Columbia's population to that 

of the Dominion has risen from 1 per cent to nearly 9 
ber cent. In 1871 there were no industries of any 
sigetine this Province; to-day British Columbia is the 
third largest producer in the Dominion. 

Those conversant with conditions to-day find it 
difficult to believe that, when the 'terms of union! 
were debated at Ottawa, there were many in the East who 
were firmly convinced that British Columbia's inclusion 
in the federation would prove a constant financial 
liability to the Dominion. 

Among the Feathers of Confederation, even the most 
optimistic could not envision British Columbia as the 
outlet it is to-day for the vast amount of Canada's 
produce destined to all parts of the world; neither 
could they dream that this Province, in so short a 
time, would take the commanding position it has as an 
industrial area, nor that it would become the mecca to 


which thousands yearn to come." 


At this point, I would like to refer very briefly 
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to the economy of British Columbia in its relation to the 
rest of Canada and the outside world. It can be Said that 
British Columbia has an export economy. Its basic 
industries of lumbering, fishing, mining and agriculture 
look to other Parts of Canada and foreign countries for 


their principal markets, 


our agricultural Production. If this trend Should continue, 
the railways will undoubtedly benefit by an increased 


volume of traffic, 


have gone up, it has encouraged the development of local 
industries, Heaulte frankly state that there are industries 
in F itish Columbia which would welcome a4 further 25% or even 
better Svill; 4 50% increase in freight rates, since it pro- 
vides such industries with protection in the nature of a 
carirr. 
THE CHAIRMAN: Pardon me a moment. You say; 
"The distance which such goods must be transported is 
Great -- further than any other part of Canada -- and 
as the rates for transportation have gone up, it has 
encouraged the development of local industries," 
What does the word "local" mean there? 


MR BRAZIER: Local to the Province Of British 


Columbia. 
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THE CHAIRMAN: British Columbia? 

MR BRAZIER: NOS fae manufacturing industries 
that have grown up there because of the high freight rates 
from Eastern Canada, 

THE CHAIRMAN: That is, the industrialists had to 
G0 out there where the raw material 155 

MR BRAZIER: That aN Beran aah oe 

While it could be said that lower freight rates 

may retard this development thig trend will, in my 
Opinion, become Stronger as the population of the 
Province increases, While undoubtedly the larger 
part of our manufactured goods have been purchased 

in Eastern Canada, it must be borne in mind that 
British Columbia is a large potential market for 
S0ods of other countries, particularly Great Britain, 
and with the possibility of Japan entering the market, 
again in the future. It has been reliably reported 
that in 1949 Austin cars made in Great Britain out- 
Sold Fords in British Columbia by three to two. 

The British manufacturer has the advantage of low 
cost water transportation to this market, while today 
our Canadian railways are charging the full class rate 
on Shipments of cars to Vancouver. 

We wish to sell our lumber and fish in the 

British market, and we seem to be only too willing to 
buy British manufactures in return. Is if to be 
within the power of the Canadian railways to change 
or interfere with this trend in order to obtain 
further traffic, or must their rate-making be Subject 


to such control that they will not be permitted to 


do so? 
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The policy of the Dominion Governme nt today is to 


encourage trade With G eat Britain put it is within the 
bower of the railways to discourage this trade in 
favour of eastern Canadian manufacturers by rate adjust- 


ments. 


This being so it would appear there is a need 


for coordina tien between the Dominion trade and trans- 


por tation authorities. What form this Coordinetion should 


I am not prepared to say. 


THE CHAIRMAN: Will 


take, 


you tell me what you mean by 
coordination? 
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MR BRAZIER: Well, my lord, take the example of 
iron pipe. Considerable iron pipe before the war was 
purchased in Great Britain. During the war we looked to 


Eastern Canadian Sources for our Supply, and it was not 


re-entered the market. AS soon as they did, the Canadian 
railroads reduced their rates on iron pipe from Canadian 
manufacturers, 

THE CHAIRMAN: SO you have the two sources of 
supply. 

MR BRAZIER: ‘wo sources of Supply; but by the 
adjustment of rates which they made, they made it im- 
possible for the British manufacturer to compete in the 
Vancouver market on Steel pipe, 

THE CHAIRMAN: They drove them out, did they? 

MR BRAZIER: yes. The freight rate was just 
Sufficient to make the difference--- 

THE CHAIRMAN: What is your position about that? 

MR BRAZIER: [I merely say, my lord, because that 
power rests with the railways to interfere with international 
trade, which is within the Jurisdiction of the Dominion 
Government, it would appear that some form of co-ordination 
between the trade departments and the transportation author- 
ities is necessary. 

THE CHAIRMAN: Well, by trade you mean tariffs, 
customs tariffs and so on, British preferences and all the 
rest of it? 

MR BRAZIER: No, I do not think it means that. 

THE CHAIRMAN: You would not establish quotas, 
would you? 

MR BRAZIER: No, not quotas at all; but whether or 
not the railways should be permitted by the transportation 


authorities, the Board of Transport Commissioners, to inter- 
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fere--- 


THE CHAIRMAN: Do you mean the Board of Transport 
Commissionerg? 

MR BRAZIER: Yes, they would be; and I presume 
through the Minister of Transport it would have to be dealt 
with on &@ high level in the Cabinet. But here you have 
the Cabinet Saying, "We want you to buy more goods in 
Great Britain," and the railways in fact working towards 
the other end. 

THE CHAIRMAN: Are you looking for another sub- 
Sidy for the railways? 

MR BRAZIER: No, not at all; but the railways 
have it at the Present time within their power to adjust 
tneiy——- 

THE CHAIRMAN: Well, what is the effect on Britiysn 
Columbia? 

MR BRAZIER: We would probably, in that particular 
instance, purchase our Goods from Great Britain, as being 
the cheaper source of Supply. 

THE CHAIRMAN: You say the cheaper source of 
Supply? 

MR BRAZIER: Yes, if the rates are kept at their 
normal level by the Canadian railways, as was proved by the 
fact that the British manufacturer came in there and did 
outsell the Canadian manufacturer until the rates were ad- 
justed. 

THE CHAIRMAN: Then do you Say now that what the 
railways did has increased the price of these commodities to 
you? 

MR BRAZIER: No, it has not, but it has interfered 
with---~- 

THE CHAIRMAN: I want to know what you are complain- 


ing about. 
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MR BRAZIER: I am not complaining. TI am trying 
to point out a Situation of the power that is within the 
railways to interfere with an established trade policy of 
the Dominion Government. 

THE CHAIRMAN: Of course, that is why they make 
these transcontinental rates, which other people have been 
complaining about. It is to meet that very kind of com- 
petition, isn't Lt? 

MR BRAZIER: No. The transcontinental rates 
essentially are to meet the water competition between 
EFistern Canada and the Pacific Coast. 

THE CHAIRMAN: Not hecessarily. 

COMMISSIONER ANGUS: It ig market competition. 

MR BRAZIER: ft 1s a form of market competition. 
ELA Ae very difficult question, I quite appreciate, my lord. 

THE CHAIRMAN: You are not taking sides on Lt? 

MR BRAZIER;: NoOymbuten do Suggest that this is one 
Lael) in which co-ordination in the Dominion Government is 
required. 

THE CHAIRMAN: You mean something like an allotment 
Of so much to the British shipper? 

MR BRAZIER: No, but I think it should be decided | 
by the Dominion Cabinet whether the policy of the railways 
1s to take preference over the policy of the Government in 
encouraging trade with Great Britain. 

THE CHAIRMAN: Yes, but the Government also has a 
policy in respect of Canadian railways. 

MR BRAZIER: Yes, and they must make the choice ag 
to which, in a case such as this, is to prevail. 

COMMISSIONER ANGUS: Is what you are saying, Mr. 

Brazier, that the real competitor of the Canadian exporter 
is the domestic manufacturer? 


MR BRAZIER: Yes. 
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While British Columbia is the third province of 
Canada by area and Population, the population is concen- 
trated in one relatively small area and in this British 
Columbia differs from the other provinces. Well over one- 
half of our Population lives within a hundred mile radius 
Of the’ City of Vancouver. The only other parts of the 
Province with even sizeable population are the Okanagan and 
Kootenay Valleys, with a more scattered population living 
along the Northern line of the Canadian National Railway. 
How does this affect the railway economy of British 


Columbia? 
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THE CHAIRMAN: Pardon me, does this 100 
mile area include Victoria? 

MR. BRAZIER: Yes, it would. It is 80 miles 
by boat from Vancouver to Victoria, so it would take in 
the greater part of Vancouver Island and all the Fraser 
Valley, what is know as the lower mainland. 

Next I wish to draw the attention of the 
Commission to the physical characteristics of trans- 
portation facilities in British Columbia. I think you 
can call British Columbia a main line province. 

Both railways have two principle lines of track in 

the Province -- the C.P.R. one through the rich mining 
area of Southern British Columbia and the second 
through the Kicking Horse Pass down the Thompson and 
Fraser Rivers to Vancouver. The only substantial 
branch line from the point of view of traffic..iathe 
one connecting the Okanagan Valley. There is, however, 
one other branch line with any mileage which is that 
passing down the Windermere and Columbia Valleys. Let 
us also remember that there is little likelihood of 
further lines being required in this area, because 
all the area suitable for habitation is already served 
by existing lines. 

The C.N.R. likewise have one line running 
from Jasper through to Prince Rupert, and another from 
Jasper to Vancouver. The possibilities of expansion 
on the northern route of the C.N.R. are greater than 
anywhere else in the Province, but to date such ex- 
pansion has not been as great aS was expected at one 
time. Development of water power resources, in which 


British Columbia ranks second only to Quebec, may in 
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the foreseeable future bring new industrics to this part 


of the Province. The Commission will appreciate this 
vast, as yet untapped area of the Province if it bears 
in mind that the City of Prince George is approximately 
the geographical centre of the Province. Agaiw the only 
Substantial branch line of the C.N.R. is into the 
Okanagan Valley. 
Consequently, after eliminating the traffic 
in the Kootenay which is exclusively C.P.R. traffic 
and the traffic of the Okanagan whick both railways 
Share, and the traffic in timber along the Prince Rupert 
line, the railways travel through a large section of 
the Province which provides little in the way of traffic, 
in order to reach the important markets of the lower 
mainland. The railways on Vancouver Island are short 
and of lesser importance to the railway systems which 
operate them. Again, further expansion of the lines 
of rail in these areas are unlikely. You can immediately 
see that the railway operations in British Columbia 
are Strikingly different from those in the Prairie 
Provinces or in Ontario. There is no need for a maze 
of branch lines of low-traffic density to feed the 
mainline system. 
I think, my lord, that is very obvious 
if one looks at the map filed as Exhibit 215, which 
is really part of the C.N.R. Brief, and the picture 
there is somewhat the same as it is for the C,P.R. 
In all the other provinces there is a great maze of 
branch lines going in every direction , while in 


British Columbia you just have the two principal 


lines of rail in each case. 
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THE CHAIRMAN: Is that on account of the 


conformation of the mountains and so on? 


MR. BRAZIER: The topography, I think, yes, 
principally that. 

THE CHAIRMAN: What do you suggest then? 

MR. BRAZIER: ft am here, trying to point up 
to the Commission how British Columbia fits into the 
Canadian economy so far as railway operation is con- 
cerned. 

The development of roads in the Southern 
part of the Province has paralleled the rail system of 
necessity because of the need to follow water course 
and mountain passes. Therefore, in British Columbia 
to a much greater degree than elsewhere in Canada, 
trucking complements the railways rather than supple- 
ments them. Only in the more remote sections of the 
Province does hauling long distances by truck add to 
the transportation facilities of the Province. 

Before leaving the question of land trans- 
portation of the Province, mention must be made of the 
Provincially-owned Pacific Great Exstern Reilway, 
which serves an important part of the interior of 


British Columbia. The Provincial Government was 


forced to take this line over after its original failure 


and is at the present time expending the necessary 
money to connect it with the C.N.R. at Prince George, 
and to provide a means of access to the Port of 
Vancouver. This development will, I believe, be of 
benefit to the C.N.R. Upon the completion of these 
connecting links, the only possible major extension 


of railway service in British Columbia is the building 
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of a development line to the Peace River. This, it 
is submitted, is a responsibility of the Dominion 
Government, and should be placed high on the list 

of new lines to be constructed. It will serve a 

ee eur eetch has already established itself 
without/benefit of rail transportation, and will pass 
through an area of great potentialities. 

THE CHAIRMAN: Is that the same area that 
was brought to our attention by Mr. Murray? | 

MR. BRAZIER: Mr. Murray, yes, that is the 
Same area. I was just going to mention there, 

I say in that regard that I refer this «Commission to 
the excellent Brief presented by the Peace River Board 
of Trade and the vivid pictorial presentation of 
"Beyond the Peace," Thet was the Brief which Mr. 
Murray presented, 

British Columbia also has the advantages 
and disadvantages of water transportation along its 
lengthy sea cosst. The main advantage is that water 
provides a ready and relatively che2p access to the 
markets of the world for the natural products of 
the Province, and permits competition for the railways 
on hauls of heavy material between the East and West 
Coast, resulting the so-called transcontinental rates, 
which I will discuss further later in my argument. 

However, settlements along the Coast line 
are Scattered and can only be reached by water. 

At certain times of the year the traffic is not 
sufficient to support the operation of the shipping 
lines operating on the coast and it has become 


necessary for the Dominion Government to subsidize their 


Operations. 
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Such then is the outline of the transportation 


problem as it affects British Columbia from a physical 


pount of view, Undoubtedly the existing transportation 
facilities have Played a large part in the development 

of our Province, but at the same time, they - have 

been more than repaid for such Services end we trust 
that it will never pe even suggested again that British 
Columbia shoulda pay additional Charges for national 


transportation facilities because of its mountainous 


terrain. 


One very important facility which British 
Columbia provides for the Canadian economy is the great 
port of Vancouver, Open the year round and permitting 
all of Western Canada to Send its products to the markets 
ef the world, it is certainly not too much to expect 
| that when the countries of the Kastern world again have 
a measure of stability to their economies and are again 
| freely trading with the rest of the world that Vancouver 
| will become one of the great ports of the world and 
that it will, without doubt, become by a wide margin 
| the leading port for Canadian commerce. It is essential 
| that the Dominion Government give every possible 
assistance to the Port of Vancouver and provide for 
| the co-ordination of all land and ocean traffic at 
that point. 
THE CHAIRMAN; Just a moment, you were talking 
a while ago about the co-ordination question, because 
I was having in mind, you see, the matter we are inquiring 
into, that some regions of Canada suffer by reason 
of economic, geographic and other disadvantages which affect 
them adversely in respect of transportation difficulties. 


I thought perhaps you had something of that sort in mind 
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there, 

MR. BRAZIER: No, I hadn't. 

THE CHAIRMAN: But you were travelling beyond 
that. That is to Say, you told us that the railways, 
by the lower freight rates they put into effect, had 
not only met certain competition by sea but they had 
eliminated it. 

MR. BRAZIER; Probably I should not be quite 
that definite. [I Suppose there is still some coming 
into Vancouver. 

THE CHAIRMAN: But the point is, has that 
injured you in any way? You are not asking for these 
rates to be increased. 

MR. BRAZIER: I am not Suggesting that. I 
am merely attempting here to give the Commission a brief 
picture of how transportation affects the economy of 
British Columbia. 

THE CHAIRMAN: You see, we are dealing with 
transportation. 

MR. BRAZIER: Yes, that is a problem which, 
I think, arose out of transportation. Next, Mr. 
Chairman, I would like to say something about a matter 
which we have placed before the Commission, namely the 
cost of service principle. 

THE CHAIRMAN: Yes, we have heard that at 
great length in evidence, haven't we? 

MR. BRAZIER: Yes. 

THE CHAIRMAN: But’ you are sti) for 14, 
are you? 


MR. BRAZIER: Still for it. 
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| COST OF SERVICE PRINCIPLE 
I arian 


In keeping with the words of the Attorney- 


General, the Province of British Columbia has made 


certain representations before your Commission which 


were thought to be of importance when consideration 


was being given to the establishment of 4 national 


transportation policy. These representations were 


made in the hope that if adopted they would give to 
the two transcontinental railways the promise of Solving 
their principal oh Big aa oT RE ioe namely, the Obtaining of 
Sufficient over-all revenue to permit them to provide 
efficient transportation to all parts of Canada. 
it is interesting to note that when the last 

Royal Commission on Transportation sat under the 
Chairmanship of Sir Lyman Duff, the railways were 
Suffering from a very drastic reduction in traffic and 
revenue. Today, while your Commission is making its 
investigation, traffic is at a high level and the 
railways are enjoying the highest Eross revenues in 
their history. Most railway officials seem to be 
under the impression that _s.their present diffi- 
culties are due entirely to their inability to obtain 
higher freight rates, and the chief blame for this 

1s of course placed on the Opposition of the seven 
provinces to their several applications. 

Of all the witnesses appearing for the 
railways only one, in my opinion, gave any inkling 
that the present-day problem of the railways goes 
much deeper than the question of higher freight rates. 
The day of railway Supremacy in the field of 


transportation has, I suggest, passed.and while 
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railways must still remain . the most important, and in 
fact an indispensable bart of ‘the transportation 
facilities of Canada, they must inevitably be faced with 
a constantly diminishing Proportion of the total traffic. 
Higher rates on part of their traffic will not in itself 
Solve this problem. I suggest that a cursory survey 

of the position of railways in the United States and 
Great Britain today, where greater rate incrcases have 
been granted than in Canada, will indicate that this 1s 
SO. 

The principal submission we have made to your 
Commission is that the rates being charged by the 
railroads for the service rendered by them should be 
established more Closely on a basis of cost and that 
these costs be determined on a System-wide basis. [In 
the first place we realize that We Were not, 4nis 
position,due to lack of available information, to make 
any complete study as to how such a plan of rate making 
would affect the railways of Canada. We Rave advanced 
the suggestion to the Commission in the hope that the 
Commission's experts will be able to give the additional 
Study, which we could not give, and determine whether 
or not the railways should at this time change their 


approach to the question of rate-making. 
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My lord, I understand it is the desire of 

the Commission that Mr. Lewis be heard at this time. 
THE CHAIRMAN: You are going to stand aside? 
MR. BRAZIER: I will stand aside till Thursday 


- 


morning. The West will give way to the East. 
THE CHAIRMAN: Then we are hearing Newfoundland 
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ARGUMENT SUBMITTED ON BEHALF OF THE 


PROVINCE OF NEWFOUNDLAND 
Cee URN 


Mil. J, “LEWTS Ks 
ee AO 


MR. LEWIS: May it please your lordship, 


gentlemen. TI appreciate very much indeed the kindness 


.Of Mr. Brazier and the Commission in giving me this 


Opportunity of being heard at this time. Mr. Chairman 


and gentlemen, the following is the submission of 


the Province of Newfoundland relative to its various 
transportation Oifrieul ties. 
Privy Council Order 33 constituting this 
Royal Commission empowers the Commission amongst other 
things to 
"(a) Review and report upon the effect, if 
any, of economic, geographic, or other 
disadvantages under which certain 
sections of Canada find themselves in 
relation to the various transportation 
Services therein, and recommend what 
measures should be initiated in order 
that the national transportation policy 
may best serve the general economic 


well-being of all Canada." 


It isto this particular phase of the Terms 
of Reference that Newfoundland's interest is directed. 
Hers is not a problem of regulation of prevailing 
conditions so much as one related to the provision of 
transportation facilities in themselves. Her position 
in this respect differs greatly from the other provinces 


of Canada where adequate transportation facilities exist. 
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Because of Newfoundland's insularity, particularly ker 


past political insularity, it was beyond the competence 


of her people to provide transportation facilities on 
@ Scale comparable to that Obtaining on the Mainland. 


Now that she has become an integral part of the Canadian 


Federation the position vis-a-vis transportatiom has 


become materially altered, Heretofore our people had 
as their source of Supply, the United States market and 
for the importation of their requirements they had 
available to them water Carriage facilities from New 
York and other American outlets. 

Today because of the changed conditioms brought 
about by Confederation and exchange restrictions, the 
American market is closed to Newfoundland as a source 
of supply. Almost her entire importations must be 
acquired in the Canadian market and concomitamt with 
that fact is the hecessity for adequate transportation 
facilities to permit the delivery of these importations. 

Railway facilities are limited to a narrow 
S2use road which meanders for a distance of 547 miles 
from Port aux Basques at the extreme south-western 
corner of the Island to St. John's, the capital on the 
eastern coast. The nearest point of railway contact 
on the mainland is at North Sydney, Cape Bretonée. a 
distance of 90 miles by sea from Port aux Basques. 

All movements by rail must move through North Sydney - 
Port aux Basques, thus entailing expensive handling 
charges, loading and re-loading at both ends. It is 
because of the insularity of the Province plus the 
effect of -.federation with Canada that transportation 
facilities heretofore adequate have become entirely 


inadequate and a vital facttr in the economic position 
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of Newfoundland's people, 

The charges incidental to transportation via 
rail haul, heretofore unimportant to our people, have 
now become of first rate importance to us. It was 
thought that under the Terms of Union Newfoundland 
would be entitled, without question, to the same rail 
rate structure as obtaincd in the Maritime Provinces. 
This assumption has been Questioned and the railway 
authorities have thought fit to impose upon traffic 
moving into, out of and within the Island differential 
freight rates to those obtaining in the Maritimes. 

The question involved in this is the subject matter of 
investigation by another tribunal, and consequently 
any reference herein will be of purely general applica- 
tion, 

THE CHAIRMAN: You mean by the Board Ot 
Transport Commissioners? 

MR. LEWIS: The Board of Transport Commissioners, 
my lord. 

It is therefore to the broader features of 
transportation or rather lack of it; Uhat toe eu 
mission is being particularly directed. 

\ bricf has already been submitted by the 
Province of Newfoundland to this Commission. That 
brief was supported by evidence of witnesses He were 
heard and examined while the Commission sat at St. 
John's, (The brief and the evidence are to be found in 
Vol. 32 and Vol. 33 of the Record.) The Brief itself 
contained in all fifteen recommendations. Since the 
brief was submitted certain matters therein 


recommended have been adjusted. This applies particularly 
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to Recommendation - No. 12 relative to air transportation 


intrm-provincially, ; 
Recommendation No. il is a matter purely within 
the province of the Provincial Legislature and consequently 
for the purpose of this submission may be ignored. 
The remaining _ twelve recommendations still 
Stand and it is towards their endorsation that this 


Submission is being made, 
ISLAND-WISE TRANSPORTATION: - 
EVE LLON 


The first recommendation relates to road 
communication Island-wise and it is Suggested that this 
matter be adverted to from the Standpoint of the strategic 
advantage which Newfoundland offers to the mainland. 

The brief submitted on behalf of the Province sets forth 
at pp. 23 and 24 (Vol. 32 pp. 6212 - 13 of the Record) 
the number of miles of roadway constructed withig. the 
Island. The map of Newfoundland which formed an Exhibit 
at the sittings detailed in outline the location of 
these roads and their various mileages, as well as 
particulars of the standard of construction and dimen- 
Sions. 

No trans-insular road exists, but the matter 
is, so we are instructed,. under consideration as part 
of the Trans-Canada Highway. It is not fitting at this 
time or place to comment upon the negotiations presently 
being carried on in relation to this matter; ibut it is 
only right to say that the lack of road communication 
within Newfoundland is a matter of vital importance to 
the mainland from a strategic standpoint. Newfoundland 
Situated.as it is on the east coast line of the Dominion 


of Canada and astride the mouth of the St. Lawrence River 
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is of great Strategic importance to the mainland of 


North America ag a bastion of defence against attack. 


But this Strategic advantage which the Island 
to 


offers 
the mainland can be availed of to the fullest 


extent, only if means of communication are available, 


This is a matter that concerns not alone the Province 


oT Newfoundland, but the peoples on the mainland as well. 


them particularly that the island offers a 
rampart of defence, 


ig ain 2 Ee ria) 


It is the natural first defence 


line for the entire American continent and any plan of 
defending North America would be woefully wanting were 
it not to exploit fully the Strategic importance of 
Newfoundland in this respect. 

The natural location of the island, controlling 
the entrance to the River St. Lawrence’ at the Straits 
of Belle Isle and the Cabot Strait is the best insurance 
that the people of this country can obtain against 4 
Surprise attack. An enemy who gains a foothold on 
Newfoundland controls the eastern seaboard of America. 
This position is obvious. In order therefore that this 
geographic factor be availed of, road communication 
Should exist and this is a matter of international and 
not provincial importance. 

Newfoundland is to the East as Alaska is 
to the West. There’, road communication was con- 
Sidered to be essential and was established. The same 
cogent reasons exist in relation to Newfoundland 
and action should be taken accordingly. 

When the legions of Rome conquered durope 
they followed up their conquest with the immediate 


construction of roads. They did this because they knew 
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that poet roads they could not hold what they had 
gained, ee has gained Newfoundland, without 
conquest, but in order to protect hersélf, she must in 
her own defence provide the facilities necessary to 
ensure that others bent upon conquest may not be allowed 
to gain a foothold on the threshold of the North American 
Continent. Lack of vision on the part of those charged 
with the responsibility of defence or of impecuniosity 

on the part of those required to pay the bill could 

have disastrous consequences. 

It is therefore Suggested that this lack of 
road communication within Newfoundland with its con- 
sequent weakening effect upon the strategic position of 
the Island to the mainland be brought to the attention 
of the appropriate authorities for such action as the 


exigencies of the Situation demands, 


THE CHAIRMAN: What is going on about Newfoundland 


in connection with the trans-continental highway? 

MR. LEWIS: Negotiations are being carried on 
at the moment, my lord, but, as I understand By Paty A We al 
when the matter is concluded the road will not bisect 
the Island; the road will parallel the railway line, 
which will still leave open this question of intra-Island 
road communication -- I mean from Strategic poin coe 
view, not from the angle of commmication otherwise. 

THE CHAIRMAN: Of course you kmow the highway 
construction within e Province is usually - - 

MR. LEWIS: I realize that my lord, 

THE CHAIRMAN: But you think that her@ 2 
departure should be made? 


. MR. LEWIS: Yes, I am stressing - - 
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THE CH’IRMAN: In the interests of continental 


defence? 


MR. LEWIS: Yes, my lord, purely from that angle. 


I submit with all the force that I can that Newfoundland 


without proper means of communication is a menace to the 


defence of the North American Continent, and that is why 


I think it is important that the strategic angle Should 


be stressed to the ultimate, 


(Page 22232 follows) 
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That takes US to Gander Airport, my lord: 
Gander Airport. 

And so we come to the second recommendation in 
the Provincial Brief, namely, the necessity for the con- 
Struction of 4 military route from Gander Airport to the 
most accessible Point of contaet on the seacoast. Gander 
Airport is the largest but one of the Sirports in the world. 
It is situated in the interior of the Island of Newfound- 
land. It was established Prior to. the Opening of the last 


along the Sreat circle route and the shortest water route 
aeross the Atlantic Ocean. It is today the crossroads for 
trans-Atlantic flying and it is an essential link in the 

line of communication around the world. [It is only 4s flying 
hours from the nearest land on the European side. [It is 

197 nautical miles from Greenland; 1397 nautical miles from 
Iceland and 1716 nautical miles from Shannon, Eire. It is 
the key to the air Supremacy of North America in the event 

of war and it was used during the late war as the hopping 
off place for the Trans-Atlantic air Supply. 

This giant airport; this potential key to the 
unlocking of the defences of North America is isolated in 
the Wilderness, in so far aS communication is concerned. No 
roads radiate from it by which contact can be made by land; 
the sole means of communication is the narrow gauge railway 
presently spanning the Island. During the winter season when 
the northeastern coast of Newfoundland is ice-blocked, there 
18 no contact with the sea, except through St.John's a dis- 
tance of 200 miles. 

THE CHAIRMAN: 200 miles from where? 

MR LEWIS: From Gander, my lord. 


In a speech made recently by General MacNaughton, 
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he indicated that Canada would henceforth assume re- 
Sponsibility for the North Atlantic defence of the Western 
Hemisphere, Gander Alrport in the view of the Province of 
Newfoundland ig the most important link in that potential 
line of defence. As it stands today, isolated ana without 
communication, except by a narrow Gauge railway, it con- 
Stitutes a menace On incomprehensible magnitude to the 
peace and Security of the North American Continent. 

Not many years have passed Since the world was 
startled by an Overnight attack upon Pearl Harbour. Prior 
Go that event, the great United States Of America felt 
Secure in the fact that its outpost in the Pacific was an 
impregnable line of defence. Overnight this position had 
changed and America found herself with an enemy on her 
doorstep, threatening her very existence. Gander Airport 
has all the potentialities of another Pearl Harbour -- an 
Overnight attack by air is not incomprehensible and a 
Sudden attack upon an airport situate as Gander is, on the 
very doorstep of the North American Conti nent could bring 
disastrous results to the great cities of Montreal and New 
York. When once taken it could be used as a base from 
which to strike an Overwhelming blow at the vital centres 
of the North American mainland. 

It follows that a military route from Gander to 
the sea is most essential. In fact, it is vital and con- 
Struction of such a line of communication Should take 
Preority in any scheme that visualizes the effective 
defence of the North American coastline. This route should 
be constructed from the Airport to the nearest point on the 
Southern coast of Newfoundland where harbour facilities can 
be found. Such a port exists where there is ample space for 
concentration of Shipping and the establishment of a supply 
base. It is little more than 100 miles from the Airport as 
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the crow flies. It is ice-free all the year ‘round ang it 
is only 280 miles from Halifax. 
THE CHAIRMAN: What is the name ep, 


MR LEWIS: Bay D'Espoir, my lord. 

A clear water lane exists from Halifax to this 
harbour - Open to Shipping throughout the year. This water 
lane extends out Over the St.Pierre Bank and it is not 
impeded by either the Gulf ice which comes down the Gulf of 
St.Lawrence or the northern ice which passes down the eastern 
coast of Newfoundlana. Fast shipping could make this port 
from Halifax, in little more than 24 hours. If a road 
existed or a railway, Supplies, materials, men ana equipment 
could be stationed there and made avallable to the Airport 
Overnight in the event of emergency. 

The importance of Gander from a military angle 
cannot be overstresseqd and its present isolation is a 
menace that cannot be Over emphasized. It is theverore 
urged that the establishment of road and/or rail communica- 
clon, if thought fit, between Gander and the Sea is a vital 
factor which should be brought to the attention of the 
authorities, both Canadian and American promptly, and with 
the greatest force, 

This Commission provides the means whereby this 
feature of Gander can be brought to the attention of those 
charged with the responsibility for setting up the most 
effective defence of the North American Continent. A re- 
commendation from this Board to His Excellency the Governor- 
General-in-Council of necessity must carry great Weight and 
in addition it would have the advantage of arousing public 
opinion on this most important matter. The people of Canada 
and the United States of America are unaware of the grave 
danger inherent i'n Gander Airport today. However, once 


having been infowmed of the threat Which its isolation 
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COMMISSIONER ANGUS: Are you Suggesting that the 


military authorities are unaware of this? 


the Province of Newfoundland. The Strategic location of one 
of the world's Ereatest airports, in the centre Of the 
Island ig merely a Seographic accident, but the importance 
Of it to the Mainland and its people is a matter Of grave 
Concern. . It is therefore respectfully Suggested that this 
Commission make a recommendation that this feature of Gander 
Airport be investigated with a view to Provision being made 
for the removal Of the great disadvantage from which it 
Suffers up to the present time. 

THE CHAIRMAN: Has the Dominion Government established 
any military posts of any kina in Newfoundland? 

MR LEWIS: Not at Gander, mj lord. The only 
military posts we have on the Island are at Argentia, Stevens- 
ville, Fort Pepper and St.John's. These are American military 
posts. And I may Say the Americans have constructed 4 
military road from their Argentia post into St.John's. 

THE CHAIRMAN: How long is it? 

MR LEWIS: About 84. miles. 
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Inadequacy Of North Sydney and/or Port aux Basques 


to handle available traffic. 
eee ULeL rac 


On page 21 of the Provincial Brief (Vol. 32 
Pp. 6207 of the Record) there ig set forth a Table showing 
the total tonnage of cargo to be moved into Newfoundland. 
These figures are based on importations made in 1948, 

He total importations in that year aggregated 1,221,000 
tons. Deducting bulk cargoes amounting to 943,000 tons, 
and shipments from Europe totalling 17,500 COs, a 

balance of 268,80 tons of general cargo was moved 

into the Province. Heretofore the greater bulk of 

this tonnage came into the Island from the United States 

of America, but because of present exchange restrictions 
and Canadian tariffs operating against American purchases, 
this cargo now originates in Canadian centres and has to 

be moved into Newfoundland from that area. Under the Terms 
of Union, Specifically, section 32 (2) Newfoundland is con- 
Stituted part of the Maritime region for railway rate- 
making purposes and through-traffic moved via North Sydney - 
Port aux Basques is designated an all-rail movement. 

The Province of Newfoundland contends that the 
rail rate structure obtaining in the Maritime region should 
be made applicable to Newfoundland, and that the implication 
of Section 32 (2) in constituting Newfoundland part of the 
Maritime region for railway rate regulation, means this. 
The railway, on the other hand, contends that the Maritime 
rate on through-traffic applies only as far as Port aux 
Basques, but from that point onwards, they claim the right 
to charge additional rates over the Maritime level, because 
of dissimilarity in railroading conditions. 

THE CHAIRMAN: Do you set out Just what you mean 
by this? 

MR LEWIS: I beg your pardon, my lord? 
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THE CHAIRMAN: Are we to be told later on just 
what you mean by applying the rate structure? 

MR LEWIS: The rail rate structure presently in 
effect in the Maritimes. 

THE CHAIRMAN: Now existing in the other Maritime 
Provinces, to Newfoundland? 

MR LEWIS: No, my lord; the rail rate structure 
presently existing from Upper Canada into the Maritime 
Provinces; that is the Structure that we thought of--- 

THE CHAIRMAN: It Says here; 

"The Province of Newfoundland contends that the 

rail rate structure obtaining in the Maritime 
bEZION s-~- 

MR LEWIS: That really should be, I Suppose, 
Maritime Provinces. It really means Maritime Provinces. 

THE CHAIRMAN: When you say Maritime region, what 
does that include? Is there any such thing in the Railway 
AGL pafor Lnstonee.? 

MR LEWIS: Not in the Railway Act, but it is 
mentioned in the Terms of Union, my lord. 

THE CHAIRMAN: Is it defined to mean any--- 

MR LEWIS: There is no definition given. 

THE CHAIRMAN: You do not know whether it is 
confined to the Maritime Provinces or takes in part of 
Quebec, for instance? 

MR LEWIS: It does not take in Quebec. It takes 
in the Maritime Provinces only, and Newfoundland is in- 
cluded in the old what was known--- 

THE CHAIRMAN: What do you mean then, by "the 
rail rate structure obtaining in the Maritime region"? 

You must have reference to some structure that is in the 
other Maritime Provinces but has not yet been extended to 


Newfoundland. 
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MR LEWIS: That is our--- 

THE CHAIRMAN: The Maritime Freight Rates Act, 
how about that? 

MR LEWIS: Well, the Maritime Freight R-tes Act, 
no. There is no dispute about that. The Maritime Preignt 
Rates Act is being applied. It is being applied within 
the Island ana also to outward movements. Our principal 
problem has to do with traffie moving into the Island 
from Upper Canadian centres. 

THE CHAIRMAN: you mean from Quebec and Ontario? 

MR LEWIS: Yes; and Montreal and further west. 

THE CHAIRMAN: Traffic moving from Nova Scotia 
and New Brunswick: 

MR LEWIS: Through Nova Scotia into Newfoundland 
-- what we call through traffic, my lord. 

THE CHAIRMAN: What is your problem, then? 

MR LEWIS: Well, our problem is that in what af 
prefer to call the Maritime region or the Maritime Pro- 
vinces they have a particular form of rail rate regulation. 
Mheir rail rates on through traffic are predicated upon a 
basic rate to Saint John, New Brunswick, and then upon an 
arbitrary system from Saint John east. Now, the arbitrary 
System in so far as we are concerned applies to Sydney. 

THE CHAIRMAN: Applies what? 

MR LEWIS: To North Sydney or Sydney; but from 
Sydney into Newfoundland there is a great discrepancy, or 
discrimination, as we prefer to say, between the arbitraries 
that are charged ‘over Newfoundland and those that are 
presently in effect down to Sydney. To give you an 
example, the arbitrary on through traffic to Sydney is 6¢ 
per 100 pounds, and the distance from Truro to Sydney is 
Something like 240 miles. For the next 100 miles across 
the Gulf of St.Lewrence -- it is between 90 and 100 miles -- 
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the arbitrary ig 65¢ per 100 pounds. Then the Island is 
divided into two zones. For the first zone the arbitrary 
is 47¢, and the next one is 26¢. Our main trouble, which 
we hope to have resolved at some time by the Board of 
Transport Commissioners, has to do with that arbitrary 
that is charged for movements across the Sulttofe dt. 
Lawrence. The railways admit that the through rate applies 
up to Port aux Basques. 

THE CHAIRMAN: The through rate what? 

MR LEWIS: Applies up to Port aux Basques, and 
from Port aux Basques /they Say they have the right: to 
charge 10¢ per 100 pounds as compensation for the differ- 
ence in the cars useqg on the Newfoundland Railway, which 
Of course is a narrow-gauge railway. Our particular 
problem has to do with the movement across the Gulf of 
St.Lawrence. We contend that as that is an all-rail 
movement the same System of arbitraries proportionately as 
obtains in the Maritimes should apply on that Newfoundland 
urarfic., 

THE CHAIRMAN: ‘That problem is now before the 
Board of Transport Commissioners? 

MR LEWIS: Before the Board of Transport Commis- 
Sioners, yes, my lord. We are not raising it with this 
Commission at all. oom ejust referring «to (44 generally as 
we go along here, but that is the fact, my lord. 

For the purpose of this Submission under this 
particular head, it makes little difference which contention 
1s correct. If the Province is right, then the through--rate 
obtaining in the Maritimes applies throughout the railway 
System of Newfoundland with certain mileage differentials. 
If on the other hand, the railways are right, then the 
through-rate applies up to Port Aux Basques. In either 
event, the volume of traffic to be routed via North Sydney - 
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Port aux Basques on this all-rail basis, must increase 
tremendously as time S0es on; and it is admitted that the 
facilities at poth North Sydney and Port aux Basques are 
entirely inadequate to meet increased traffic 
Conditions. The total volume moved through North Sydney - 
Port aux Basques in 1948 was 65,000 tons out of a total of 
264,482 of general cargo, and then the facilities were 
Oover-taxed. 

THE CHAIRMAN: Then if it should turn out 
that the railwayitg contention is right--- 

MR LEWIS: [ beg your pardon, sir? 

THE CHAIRMAN: If it Should turn out that the 
contention of the railway is the right one, you lose on 
that issue? 

MR LEWIS; Definitely, my lord. 

THE CHAIRMAN: Then do you want us to do anything 
in that case? 

MR LEWIS: No, my thond < tricam merely leading up 
to the inadequacy of the outlets and the inlets. 

THE CHAIRMAN: You have taken the whole question--- 

MR LEWIS: The whole question of freight rates to 
another COUT sweatin). 

Time and again an embargo has been declared over 
Sydney with the result that traffic routed all-rail had to 
be diverted through Halifax. I am instructed that during 
the past winter and even now a tremendous backlog exists in 
relation to freight movements through Sydney. 

The following is an extract from a report made 
by the secretary of the Associated Newfoundland Industries 
Limited relative to the freight jam between Truro and North 
Sydney during the past winter Shippimg season: 
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down to North Sydney we placed squarely at Moncton's 
door. During the late summer and Ca niy fei i 

freight was blocked, taxing the capacity of the Truro - 
North Sydney - Port aux Basques link, and surface 
freight was Steadily routed to Halifax and carried 

to St.John's, DY DOSb 4 aes, s++ee Not only Cepe 
Breton but Halifax became blocked with no shipping to 
take it away then, and Shippers began routing C.P.R. 
through St.John, which further blocked the Furness 
boats before they got to Halifax, and the situation 
became desperate. The whole island was short of 
merchandise and business in the inland towns, 
dependent on the railway, was entirely at a stand- 
Still. The railway had to try to move essential and 
perishable goods only." 

This situation is not uncommon and it will 
continue to the serious detriment of the trade until some- 
thing is done. If the Maritime structure is made applicable 
to movements over the railway or via the all-rail route, 
the increase in the volume of traffic will be four times 
what it was in 1948. This will create an impossible 
position. Firstly, North Sydney is ice-bound for weeks 
on end and when this occurs, passengers and freight are 
routed through Louisburg, which is an ice-free DOLG. 
Incidentally, Louisburg is entirely without facilities 
for the handling of passengers and/or freight and it has 
been the practice in the past to charge additional rates 
for movements via Louisburg. This cannot be permitted 
under the present system, if traffic is routed all-rail via 
North Sydney - Port aux Basques to Newfoundland. Shippers 
must receive the same rail rate privileges whether their 
goods are routed via North Sydney or Louisburg. However, 


this will not cure the difficulty which must arise. 
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Neither North Sydney nor Louisburg can handle the 
additional volume of traffic that must flow from Cenada 
to Newfoundland, if the Terms of Union as Interpreted by 
the Province are Properly implemented. The same observa- 
tions apply to Port ux Basques. Under present conditions 
the facilities at that port are taxed to the limit. What 
with paper shipments during the winter months and general 
traffic, the facilities at Port aux Basques are not alone in- 
Sufficient to handle the traffic offering but because OF 
the limited harbour facilities it will be impossible to 
meet the situation which must arise. It follows that 
alternative outlets must be provided and if the railway is 
to use alternative outlets to handle the traffic, the New- 
foundlend receiver must not be penalized. 

At the moment Halifax and Saint John are being 
used as alternatives and in this connection agreements 
have been made with various water carriers to take delivery 
of shipments -t both these ports under through Bills of 
Lading for delivery at Newfoundland ports. This has been 
possible only because the all-rail rote charged by the 
Canadian National Railways over its Newfoundland System has 
been sufficiently high over the Maritime Structure to allow 
water carriers to lift at competitive rates. When once 
Newfoundland's rete Structure is cut back to the Maritime 
level, such competition will be impossible and the Railway 
will of necessity, in its capacity as common carrier be 
obliged to accept and deliver the volume of traffic which 
iS now being lifted by steamboats. 

The alternative to the reduction of rates to the 
Maritime level will mean the construction across Newfoundland 
of a standard gauge railway system, together with 2 railway 


es 


car ferry on the Gulf. The Province cannot be expected to 


suffer indefinitely under the burden of unequal freight 
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rates, which in turn have the effect of maintaining an 
abnormally high cost of living and an unjustifiable burden 
upon local manufacturers and distributors. 

The maintaining of the present system consti- 
tutes an abnormality in the economic structure of Canada. 
It means that the people in the newest Province are being 
penalized because of federation, transportation-wise. 

This penalty arises from the fact that they ere restricted 
from purchasing in the markets of the United States of 
America where all down through history our people were 
privileged to deal. Now, because of federation, they are 
obliged to purchase in C°nadian markets and complementary 
to this is their right to trade on the Canadian mainland. 
So long as they are Suffering from a disparity in transport- 
ation costs they are required to pay higher for the goods 
that they receive, and also to pey more for the treansporta- 
tion of the goods which they wish to sell, both within and 
without the Province. In other words, they are being sub- 
jected to a double penalty; which can have but one result 
on the economy of the Province -- 2 depressed standard of 
living; beyond that of any other part of Conada. 

To sum up the position in relation to this 
particular head: it ig urgently prayed by the Province 
that this Commission constituted to point out the defects 
from which any part of Canzda is suffering from geographic 
Or economic disadvantages, should recommend to His 
Excellency, the Governor-General-in-Council, that the 
position of Newfoundland vis-a-vis transportation should 
be inquired into immediately and that the necessary steps 
be trken in this connection towerds the implementing of the 
Spirit of the Terms of Union, so thet the people of the 
Province may not continue to be subject to an economic 


disparity which was never visualized and should not be per- 
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mitted to exist. 

THE CHAIRMAN: mr. Lewis, you Say there, yo ask 
that the position of Newfoundland regarding transportation 
Should be inquired into immediately; that is what we are 
doing; we are inquiring Into 16. 

MR LEWIS; Very well, then, my lord, if you 2re 
prepared to make 2 recommendation in relation COT G: 

THE CHAIRMAN: fT beg your pardon? 

MR LEWIS: Tf Say if the Commission is prepared 
to make a recommendation in relation to it, very Well. Ditgess 

THE CHAIRMAN: Well, as long as you can tell us 
Just whet you want us to recommend, we can consider it. 

MR LEWIS; Well, I have certain recommendations, 
my lord. I did not want to burden this Commission with 
that. 

Further, having regard to what has been said 
relative to the disparity in the frelent rate Structure, and 
the right of the people of Newfoundland to equal treatment 
with that being received by their Maritime neighbours, it 
follows that if the dissimilarity in transportation 
facilities precludes the granting of equal treatment, then 
the only course left is to modernize it. 

THE CHAIRMAN: Modernize what? 

MR LEWIS: The railway System, my lord. 

This would mean the construction across Newfound- 
land of 2 standard gauge railway system, together with the 
necessary ferrying focilities on the Gulf of St.Lawrence. 
This in turn would eliminate the necessity for the handling 
of cargo enroute; a factor which is of tremendous importance 
under present conditions 2nd reflects itself in the very 
high arbitrary that is being charged by the railway for 
movements across the Gulf of St.Lawrence. Such an under- 


taking would involve a very substantial capital outlay, and 
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1G 15 not Suggested by the Province that this Should be 
done. However, the C. N. railways predicates its right 
to charge additional freight rates upon the narrow gauge 
System and the movement across the Gulf. As this practice 
18 2 violation of the Spirit of the Terms of Union, either 
one of two things will have to be done: 
(1) The difference involved in handling charges will 
heave to be absorbed by “the railways, or 
(2) © uniform System of transportation will have to 
be provided. | 
A third solution Suggests itself, and it is this - 
that Newfoundland Services of the Canadian National R ilways 
System, until such time BSpeuu. S modernized, be operated 
On 2 basis different from that of the mainland portion of 
that system. That is, that the Newfoundland services be 
operated by Canadian National Railways Company merely as 
operators, for and on behalf of the Federal Government, 
with the right in the railways to require from time to time 
reimbursement from the C°nadian treasury for deficits shown 
On operating account. It appears to us that the Newfound- 
land branch of the railway system is in the same category as 
Lhe 5/00 miles of railway referred to in the brief of the 
Canadian National R.ilways, and which is presently operated 
on deficit financing. If the Newfoundland system were 
operated by Canadian National Roilways as a service, the 
deficit shown on the Newfoundland operations would not be 
reflected in the Balance Sheet of the Canedian National 


Roilways Company; 2 point about which the railway executives 


are somewhat sensitive ... In so far as Newfoundland is 


concerned, it would make little difference how the loss 
On operating account were mide good, but what is important 
to her is that 1s part of Canada she should be treated as 


part and not as 2n isolated unit. She should be given the 
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Some privileges 2s are enjoyed by those residing in the 
Seme railway region, which is whot her representatives at 
the Confederation Conferences understood that she would 
receive. Unless this 1s done inequity will result to her 
people in perpetuity. 
THE CHAIRMAN: On page 15; Mr? Lewis, you talk 

about the practice which exists, and you say: 

"As this practice 18 2 violation of the spirit of 

the Terms of Union..." 
Has that question been determined, or is it now before the 
Board in 2 Way, or what is the Situation? I notice that 


you use the word "spirit", 


MR LEWIS: I use the word "spirit" -- not the 
words. 

THE CHAIRMAN: ‘Have the terms themselves been 
interpreted? 


MR LEWIS: Only to a limited extent, my lord. 

THE CHAIRMAN: By the Board? 

MR LEWIS: By the Board. The Board of Transport 
Commissioners has held that there is nothing in the terms 
of union that precludes the railway from charging, if I may 
put it this way, discriminatory rates for dissimilar condi- 
tions as they are found in Newfoundland. They did not 
adjudicate upon the quantum; they merely said that the 
principle still obtains; there is nothing in the Terms of 
Union thrt precludes the railways from applying that rule. 

THE CHAIRMAN: . This language, which includes 
Newfoundland in the Maritime region--- 

MR LEWIS: Yes, my lord, for railway rate-making 
purposes. 

THE CHAIRMAN: That does not give you the favour- 


able advontage you thought you were getting. 
| MR LEWIS: That is so, my lord. That 1s why I use 
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the word "spirit" here. 

Should it be found impracticable to standardize 
the system, then immediate attention Should be directed 
towards 2nd realignment of the railway profile with a view 
to reducing grades ond eliminating curves. If this were 
done, it would permit the movement of heavier trains, 
reduction in time tables and the amelioration to some 


extent of prevailing conditions. 


Inadequacy of Rolling Stock. 


There is set out on pages 18 and 19 of the 
Provincial Brief a list of rolling stock and equipment of 
the Newfoundland railway as at April 1, 1949. It is a 
notorious fact that the railway system in Newfoundland is 
woefully short of adequate equipment. During the past 
winter serious delays and difficulties were encountered, 
particularly in the movement of newsprint from Grand Falls 
to St.John's and from Corner Brook to Port aux Basques. 
Were it not for the fact that one of the paper companies 
was in a position to make available Sixty of its box cars, 
heavy demurrage charges would have been incurred by the 
Shipping companies, and as it was, great inconvenience was 
Suffered due to the lack of carrying .equipment. This 
Shortage in rolling stock reflected itself in the movement 
of local products within the Island. It is conservatively 
estimated that the railway requires an additional 200 box 
cars and at least 10 additional locomotives. 

The all-rail route via Sydney and Port aux Basques 
raises a further difficulty in regard to the movement of 
fruits and fruit products, fresh meats and allied com- 
modities. As at April 1, 1949, the railway was possessed 
of only thirty-eight refrigeration cars. This equipment 


always inadequate is now hopelessly so because of the 
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changed conditions. It ig estimated that not less than 
Cir additional C2rs of this type would be the 

minimum requirement. We ere instructed that requisitions 
have been made to the eppropriate authorities for the 
Supplying of the equipment necessary to the railway to 
move its freight commitments adequately. It is Urged that 
the situation is sufficiently serious to justify 2 re- 
commendation from this Commission that the requisitions 

SO made be implemented with the least possible delay. 

This recommendation applies with equal force to the steam- 
Ships operated by the railway system and Lt Wslior (partic. 
ular application to the vessels Operating in the Gulf of 
St.Lawrence which maintain a link of communication between 


North Sydney and Port aux Basques. 


Coastal System and Subventions. 
ree ha subventions 


Pages 29 to 38 of the Provincial Brief (Vol. 32 
ejom 6217-6237 of the Record) deal with the coastal System 
of transportation as operated by the Canadian Netional 
Rrilways Company around the coast of Newfoundland and 
Labrador. This? branch of transportation is a vital 

means of communication to Newfoundland people, because 

of their insularity and the fact that 200,000 of them are 
residing in twelve hundred Settlements on the coastal 
fringe, to which no other means of transportation is avail- 
able. It is vital. For years, as the Brief Shows, the 
Government of the Island has been conscious of this fact, 
and has provided within the scope of the finances 
available, a System of transportation, not adequate, but as 
practicable as possible. 

THE CHAIRMAN: Mr. Lewis, you tell us here that 
200 , 000 of your population are reSiding in this position of 
insularity and so on. 


MR LEWIS: Yes, my lord. 
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THE CHAIRMAN; That is out of a total population 
of 350,000? 

MR LEWIS: That is right, my lord, or 400,000, 
that is right -- twelve hundred Settlements 211 around the 
coast. 

THE CHAIRMAN: I did not know the figures, that 
the population Was divided that way. 

MR LEWIS: yes -- very scattered, 

It was maintained st the Standard which it did 
attain, Only because Subsidies--- 

THE CHAIRMAN: Pardon me. [I Just want to make 
Sure. You say that 200 ,000-odd, then, reside in twelve 
hundred settlements on the coastal fringe -- is that along 
the whole of the coast? 

MR LEWIS: That is the whole of the coast of the 
Island, Votes SL, 2nd including Labrador, 

THE CHAIRMAN; Including Labrador? 

MR LEWIS: YOSy4 Diy Ode 

It was maintained at the Standard which it did 
attain, only because Subsidies for the carriage of mail 
were paid es nearly as possible proportionately to the 
Service rendered, and certainly to as great an extent as 
the Island's Government could afford. Within recent years, 
because of financial circumstances, the Subsidy was reduced 
from $383,000 in 1930-1931, to $65,000 in 1947-1948. In 
other words, the subsidy presently being paid is fifty cents 
per steaming mile, and having regard to the nature of the 
Services performed, the number and type of the Ships ins 
volved, there is no relationship between the services 
rendered and the subvention paid. The result is that accord~ 
ing to the latest figures available the deficit on coastal 
Operations as in the vicinity of $300,000; a loss which 
would not have been made, had the subsidies paid in 1930-1931 
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been maintained. 

THE CHAIRMAN: The Subsidy you are talking about 
came from where? 

MR LEWIS: ‘The Newfoundland Government, my lord. 
That is prior to Confederation. 

COMMISSIONER ANGUS; On whom did the deficit tol, 

MR LEWIS; Upon the Government too; upon the 
railway really, but the railway was reimbursed by the 
Government. 

THE CHAIRMAN: The subsidy was paid by the 
Government to the railway? 

MR LEWIS: To the railway for the carriage of 
mails. 

THE CHAIRMAN: To their own railway? 

MR LEWIS: That is rignt.  Tt°was something in- 
herited from the old System. Originally the coastal system 
was operated by private companies under contract with the 
Government, my lord, then the services were taken over by 
the Newfoundland Railway, and the Newfoundland Railway was 
treated as being in the same category as a private con- 
tractor. 

THE CHAIRMAN: Then you say at the end of that 
paragraph that there was a loss of $300,000, which would 
not have been made had the subsidies paid in 1930-1931 
been maintained. 

MR LEWIS: That is right, my lord. They reduced 
the subsidy--- 

THE CHAIRMAN: If the owner of the System was the 
Newfoundland Government, the loss would have been incurred 
by the Government in any event. 

MR LEWIS: Quite true, my lord, except that in go 
far as hes railway balance sheet was concerned, and the 


operation of the boats themselves, they would have shown no 
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loss qua boats, but 2s it was, because of the reduction of 
the subsidy--- 

THE CHAIRMAN: The point [I Suppose 13, how did a4¢ 
affect the service, the actual Service? Did it deteriorate 
under that? 

MR LEWIS: Well, I would not Say so. It was 
maintained. The loss was ere by the treasury, and that 
was that, but T am coming to why I am raising this question 
at the moment, my lord. f think there is a Solution which 


offers itself. 


(Page 22250 follows) 
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Aport oltogether from the quontum of subsidies 
heretofore paid by the Newfoundlond Government for the 
operotion of coastal vessels, the attention of the Commission 
ais) respectfully Si rectedea« 

THE CHAIRMAN: Ana ell subsidies hove ceased 
to be peid now? 

MR. LEWIS: Oh, yes, my lord, since Confederotion. 

---towards oa comporative statement Appearing on 
Pope 32 of the Brief, regarding subsidies being psid for sim- 
ilar services by the Federal Government -- coastal services 
on the eastern coast of Ceneda, perticulerly the services 
operating between Prince Edw-rd Island and Newfoundlend 
ports and Prince Edward Islend and Mainlend ports, Quebec - 
Montreal ond Gulf ports as well as ports on the north shore 
Gritne Gulf of st. Lawrence. It will be Seen by reference 
Co The t Table, very substantial subisides are paid by the 
Federol Government for coastal services in these areas, 
which, if applied on a comparetive scale to the Newf oundlond 
Services would allow the Steamships to Operate. at a profit. 
This in turn, would be reflected in the more efficient 
operation of the service itself. 

It might be Suggested thot this is 2 matter thot should 
be taken up directly as between the Roeilway Company, the 
oper ators of the service end the Federol Government. But, 
8s the Province is vitelly interested in the eriicient 
operation of the coastal service, and in Seeing that the 
Province receives the some treatment transportetionwise, 
in relation to 211 means of transportetion, it is felt 
‘thet the ettention of the Commission Should be drown to these 
Pacts in the hope that they may feel disposed to make recom- 
mendations for the application of these subsidies ond Sub- 


ventions to Newfoundland, on the some basis as obtain in 


other sections of Coanede. 
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COMMISSIONER ANGUS: Who would receive them 
in thot cease? 

MR. LEWIS: Steam boat companies, 

THE CHAIRMAN: Who? 

MR. LEWIS: Steamship companies opercting down 
the river end to Anticosti and Prince Edw-rd Islond and 
these other places, 

To illustrate but two of the hopeless incodequacies 
of the present Subvention in relation to the carriage and 
delivery of moil, attention is drawn to page 31 of the 
Provincial Brief wherein reference is made to the delivery 
of mails by the constal Steamers in ports without wherves 
or docking facilities. In such ports, the ships sre 
required to deliver the moil to the Post Offices to aQweit 
its preperation there, end to re-deliver it to the ships 
This involves the use of the ship's boot with three men, 
Which in turn results in serious delay, a factor of great 
consequence, when it is considered thet the daily, cosh wot 
operation of 2 coastal boot igs anywhere from $700 to Gr 000s 
The second illustration hos reference to the movement of 
mails scross the Gulf of St. Lawrence.) bhavids vila 
North Sydney - Port oux Basques. That is the toute why which 
oll mail is transported both into and out of Newfoundland 
to the mainlend, excepting of course, sir services. It 
Will be. found: that since the inauguration of Confederation 
the meil service ecross the Gulf of St. Lawrence hoes grown 
tremendously, and it is an open secret that large Seo lbLing 
agencies on thenpinlend who do a mail-order business in 
Newfoundlend, use the mail and its system es a meens of 
and distribution. Everything from e  hond- 


tronsportation 


Saw to 2 water bucket and 2 baby corriage is transported 


todey be menms of o mail-beg, end for this service of 


moving thetremendous volume of meil scross the Gulf of 
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St. Lowrence, the S.S. "Cabot Strait" and/or her relieving 
ship, receives $45 -- the distance from Sydney to Port 
aux Basques being ninety Steaming miles. 

The prevailing cubic rate for cargo is 60¢ per 
cubic foot, and if only half of this smount were allowed, 
the sggregate eornings on the besis of 1947-48 liftings 
WOULd bE $350), 000 “lu! aH emount sufficient to eliminate the 
coastal deficit. 

Le Es eccordingly suggested thot the peyment of 
Subventions to the coastal system adequate to the service 


performed, be a Subject of recommendation - by this Commission. 


Harbour Improvements 

It has been recommended in the Brief that an 
investigation be instituted with a view to the improvement 
of harbour facilities at St. John's, Corner Brook and 
Port aux Basques. The Province endorses this recommendation 
and commends it to the attention of the Commission with a 
view to obtaining 2 recommendsetion thereon. Whot has been 
Sold previously regording the increase in the volume of traffic 
from mainlend ports to Newfoundland, applies to this 
recommendation, since the greater the volume of erurrte 
prevailing through Sydney, the more treoffic will heve 
to be handled at Port sux Bosques ond et the moment 
facilities st thot port are taxed to the Limit. 

fC is doubtful in the light of prevailing and 
prospective conditions if Port eux Basques could ever 
be improved to the extent where it could adequately 
handle the volume of traffic that will offer. Already 
Merbour facilities at thet port ere being taxed to 
capacity, particulerly during the winter Months with 


newsprint Shipments from Corner Brook, when there is : 


serious congestion. This is due to the limited crea of 


the harbour and the fact that the yardege facilities are 
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greatly circumscribed because of physicel conditions. A Or 
is quite evident that ony Substomtiol incresse in Greffic 
ecross the Gulf of St, Lawrence will make it imperestive 
thet alternative inlets will have to be provided to take 
care of this increaseg traffic, 

In this connection it is Suggested that 2 recommen- 
dation be made to the effect thet the entire herbour 
facilities, including roilway terminol facilities at 
Port aux Basques, be mode the Subject matter of on 
immediate end exheustive investigotion, to the end that 
edequate facilities méy be provided, either there or 
elsewhere, for the smooth handling of Crarric, sboth 
pessengers and freight coming into the Province vis the 
North Sydney. Zzateway. 

With reference to Corner Brook, it is reasonable 
to think that es time G0es on, Corner Brook will become 
a port of very subst#ntiol importance, particulorly in 
relation to shipping moving from lake and Yiver porte to 
Newfoundland. A direct water route from Montreal, Toronto 
and lake ports is available to Corner Brook from May to 
December in each year. With the increased volume of 
purchasing to be developed in Canadien merkets, it is 
quite apparent that e lerge proportion of this traffic 
will move direct by water from Upper Coansdian ports to 
Corner Brook. This centre in turn will become the dis- 
tributing point for the west coast srea. The constitution 
of chat 8 point of delivery would of course have the 


adventoge of relieving the pressure on Port eux Basques 


during the summer months, Difficulty, however, srises in 


relation to Corner Brook in that all harbour facilities 
at that port are presently owned and controlled by two 


private concerns, This is 2 situetion thet requires to 


be dealt with end any investigation thet may be made or 
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ordered in relcetionto Port aux Basques should embrace within 
its scope of activity the port of Corner Brook with a 
view to the expansion of herbour facilities and/or the 
establishment of public wharves and warehouses at that 
port. 

With reference to St. John's: its future outlook 
has been dealt with in extenso on peges 41 end 42 of the 
Provinelal Brief. (Vol. 32 pp. 6242-46), If it is to be 
maintained os a port of importace to the Island, the 
Suggestions contained therein, or recommandations similer 


thereto, will have to be edopted without delay. 


NATIONAL HARBOURS 

The establishment of one or more national herbours 
in Newfoundland was the subject matter of discussion be- 
tween the delegates from Newfoundlend and the represen- 
tatives of the Canadian Government who negotioted the Terms 
of Union at Ottowa. The creatiom of one or more such 
harbours within the Island could be 2 metter of far- 
reaching importance to thefuture economy of Newfoundland. 
Because of the I&lond's geographic position on the one 
hend, her economic position on the other, and the fact 
that she has harbours suitable to development as ae national 
harbour, makes it imperative that the matter discussed by 
the negotiators, be implemented. 

Privy Council Order No. 6033 constituting this 
Royal Commission empowers the Commission inter alia, 
to: 

"(a) Review and report upon the effect, if any, of 

economic, geographic or other disadvantages under 

which certain sections of Canada find themselves in 

relation to the various transportation services 

therein, ond recommend whct measures should be 


initiated in order that the nationel transportation 
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policy may best serve the general economic well- 


being of 9311 Canoga," 


It is clearly within the Scope of the terms of 

reference of this Commission to consider the effect upon 
the economy of Newfoundlond, and possibly of Canada as a 
whole, of the establishment of 9 National Harbour within 
the Islond. In this connection, the fact should be kept 
in mind that such a utility would and could be en 
important link in the development of international trade. 
In other words, in addition to its being 9 gateway for 
the importation and export of goods to and from Newfound- 
lend, it could also be made a free port for the distribution 
of goods over the main trade, routes of the world. This 
idea of a nationsel harbour in Newfoundléend, with free 
eppropriste port facilities, has exercised the minds of 
men interested in transportation for many yeers. It has 
received the approbation and support of trade orgenizations, 
shipping interests, the press and Governments, in the past. 

Mortier Bay on the west side of Placentia Bay, 
was the point to which this thought wes directed in the 
pest. Much money, time end effort were expended towards 
the development of this idea, but the advent of two 
World Wars caused the project to be abandoned temporarily. 

Newfoundland is rich in natural harbours. Her 

coastline is deeply indented, Bays of large proportions 
exist all sround the coast, and it is quite conceivalbe 
that more then one such location might be found suitable 
for such 2 purpose. Attention is particularly directed 
towerds the southern portion of the Island, where herbours 
exist that are ice-free a1] the year ‘round, and which offer 


ample space for the concentration of shipping such as would 


be incidental to e project of this kind. 


; hacke : itae 7 Re i : =, ; : a Bh ; 
ory ge ok 5 ef a - 
atw: al J i _ ecsss -_ ’ ‘ ib 
4 
‘ 4 se Soe dv ra if F ae - ee = _ Te iF = 


~ffsw sfmotobs Leora seid averae deed Yon yottog 


ebened fa a6 ontod 


: . 
. . . . on ss 
' 


& aimed oft Jo 5qo08 ‘et itd kw yeas ofa ak at 


rT 


foe jost?s 9 Re ‘obse MCD ie pated a tet ‘te sonao1s7 


B® abaacd fo. vids hae 20g ofits) > Ebatso woit | 40. uMorIO9e oid 
Aligiw tvod ted fenotd vi 3, 20 toxpeirte.t Ld ide 9 auld ‘to «str 


Me pa - ‘ a rite ah 


{od Sigode dost oad soto sninoe ats at bn eal Sat 


- £ . oe “es eat 
aaa za 4 S . : F : a ma 


ts od Biyos Bei uLrrow aw thts a Hove decid balm ne 


Lsmioidcriawnh Io g omigoLov ob eis eek ate Snes zo 
Vcwases .4& anied ait ‘od dotttbbe mt ebro W sorkto al 
brook on? Bae of shoog. Io ttoqxe brs pa ey scm odd 
oe, Sey eee a oe , . eee / 3 = oar Cae a 


ree fate ' : he vf » ¢ Pee. | np mb ae ow vy . 
Ti COiw ,.wIsLbovotwell at avodvan ILenoigan 6 


ree oe aA hee a es 
. ait ond Deelavexs ead -,. Bots Litoad wtoq 9 Jolagondge 
yn an Gras Cy Rasim es Og SS iy pare kre Wee ail is 
se Syeisoy Viitew tol aolgedioqensad ri betes adat faim 
Coe as ype la Sia eee ee Vir See eee - ‘ 


WoLIOSLneAo aheasy 16 trogave hive’ db Escdoueet ony b pov iooer | 


pee ner : ° ge high ese ae he tee Bs oy a. er f oo 
3 wy HS , BC Omeven Das eaotg ond .deo7odnk antg sqne 
Ghar Mt a ake ghar a i mo 
at , Bi TAL line EMM of 13 i M 
Wie Q ‘ ; 4 we ae i % 
. pPOSITLE : iggoasy ata: fo bebe 2F Jalog 
Ae Wee SG Mar Ee eee ea Ween ena et een eh) Ue 3 
EOXRWOD Diisgxo oxew, Stotts boe- omits .Yenoer douM des 7 
Re ue a cd re Re = ek ae ee ede eed ey 
Wo To GmevVbs sa? aod «bobs end To drome t oveb ant 
; PAR Y ape MPS ee eee a ey E ee ‘fim oae 
Vilteroqgmey potrtobnnds sd eg a eho, atid oaeo areW bLaold , 
Tan: yeqodtan carte: cee ‘dobn ae basthaveiwan 
ME Ean are Ma he OA : a 
0 > Fi ne re 4 . : ree! oa in » = i of _. . 
BOI LoOgotG satel Io sweg .boamebn! “lges ih at val ianog 
parts : Rea te ¢ ae nN Z o ee] ae atte * 


GLOMLS sto SS iup @t df bre .de590 anit pawore tie 

fae ; “> Banlieue Sree aie rae Dy rele a a8 aig oP 

id aa fyi Baeot of tripiano ft sock do VG ‘8n0 atid onto tock 
cra a ti ete eneae areemee eae mn 


Pasoen th yfrolvotiieg af iobaneda A sacar 8 rigue 


; E AY, ; see S84 Ores Die Gn) core jeer f ’ ae ek 
amvotrent owarlw , beater SHS ‘to nobsnog areiituos oa ai . 
oy ery ee ee | Ti Sa : ca, a hg oe 
ney No Ch: » Thy Ofit . Hror 1 * Sit iis se1t-20h ore Sada 
7 ne ae cast a ‘ ch oe ate oe ray ae be Pid aid 3 a ae 7 re eet isp =| 
¥) a , - ae a : & en { at a 
| Obitow ¢ ei ie antec! te te fokvansneones arid 10% “999qe_ 


rf 


babe phat ‘No Sootong © of Tesnebe 
aad. 


— 


~ 22256 - Mr. Lewis 


Tl justify the establishment of such a utility, 
the site selected Should, apart from its naturel herbour 
facilities, offer 9a prospect of local development contiguous 
to the port, which would constitute a source of trede for 
the harbour itself, Agsin, its evallability to trans- 
Atlentic Shipping for trens-shipment purposes, without 
necessitating serious devistion from the ordinary route, 
must be considered. To this end, it its submitted thet a 
Survey should be directed towerds the southern portion of 
the island, with e view to selecting the most suitable site 
tor such :s development; e site which would provide local 
netursl resources for development, as well 9s 
contiguity to the trade routes from the Great Lakes ond 
the St. Lawrence River, and from the American seabord, 
end vice versa. 

gLresdy in, this Submission, it hoes been Suggested that 
@ line of communication be established from Gander Ayrport 
to some suitable point of the southern coastline, whereby 
means of eccess to the Airport could be provided. “Sueh 3 
Scheme could very well be allied with e nationel herbour 
development since in such 2 herbour it would be possible 
to concentrate sources of supply of stores necessery for the 
feeding of the Airport. The piers and jetties incidental 
to such 2 harbour would in turn be aveilable for use to the 
military authorities, should the exigencies of the times 
require, A road or railwoy from Gender to 2 notional harbour 
on the southwest coast would provide a feeding line to the 
harbour from the industrial centres of the Island, and thus 
8 local source of revenue would be available to the Tacllicy, 
Again, such e channel could be used for tronsportetion of 
imports to Pepe central section of the Isleand, end 9 two-way 
traffic would be made available through the feeder line. 


It would provide the shortest means of communication to the 
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interior of the island, as well as to Gender and it would 
have the effect of Opening up, for development, such latent 
neturel resources as moy exist in that particulor aXe ot, 

At the present time, two great industriel centres 
exist in the heort of Newfoundland: one st Grand Falls - 
@ pulp and peper development, and the other at Buchans - 
@ rich mining development. Since the main Brief was 
prepared, substontial ore bodies have been discovered at 
buchencs,.eand, it. is netural to assume thot in time this 
expension will continue. Both Grend Folls and Buchsans 
ere without shipping focilities during the winter months. 
The Buchens Mining Company is obliged to Stock-pile its 
ores during the winter Season, while the Grond Falls Compony 
has to ship through St, John's, ea distance of over 200 miles. 
It is reasonable to think thet the Opening up of an artery 
of communication to the southern coastline, which at its 
nesrest point is not further than 80 miles from Grand Falls, 
would provide sa utility -that both companies would quickly 
avail themselves of as a means of exporting their products 
and importing their requirements. 

In the vicinity of Bay d'Espoir there is o stand 
of commercicl timber, approximately 1,000,000,000 cords; 
end there is on Labrador an area of timber proven to 
contain 65,000,000 cords. There is on file a letter 
from the manager of Bowater's Mills st Corner Brook to 
the effect that a mill on the southwest coast, fed by 
the resources of Bay d'Espoir and of Lebredor would be 
a feasible proposition. Further, the tract of land 
between the railwey line which touches the northern ond 
eastern bays and the southwest coast, is entirely without 
means of communication. Presently, a2 trans-insulor road 
is contemplated, but this in turn will parallel the rail- 


way end will leave untapped the vast tract between the 
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roilwey and the southern coastline. There is no bi- 
secting artery of communication running north ond south; 
a lector not without Significance, when one considers the 
lack of development in the inverior of the Island, 

It may be soid thet this is 8 matter for the 
Provincial Government to undertake, but if the connecting 
of Gander with the coastline commends itself, then the 
road and/or railway would not be o matter of provinciel 
responsiblity -- seeing thot its primory justification 
would be the safe-guerding from a military standpoint of the 
North American Continent. It follows nevertheless, that 
Sliven a road and/or other meoens of communication, benefits 
would accrue to the Province of Newfoundland of fer-reaching 
economic importance. At the same time, the primary object 
of the project, namely the provision of an international 
sefeguard against attack, would be met, 

There is a third feature pertaining to this idea which 
would also be of tremendous importance to Censda as 3 whole. 
Until such time os the St. Lawrence Weterwoys ere an 
accomplished fact, it will be necessery to trans-ship 
cargoes at Montresl, and/or to use shallow-draft ships 
to transport the wheat, grain products and other exports 
from the head of the Great Lakes. By establishing e trans- 
Shipping port on the southern coast of Newfoundland, these 
inland carriers could continue. their voyages, end the trans- 
Shipment point could be moved hundreds of miles further 
eastword then it is today. 

Ocean-going carriers could discharge and load 
at this intermediate port, with consequent saving of time 
in ocean transit. Heavier cargo-cerrying units with 
consequent reduction in transportation costs could and 
would be utilized. Again, such ® port would provide 


facilities for the concentration of winter shipments; thus 
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making it possible to move commodities e211 the year ‘round 
end elimineting long sand costly rail hauls from Montreal end 
other shipping centres, to the Atlontic seaboard. This 

idea mey seem visionary, but it is submitted that it offers 
Sufficient attraction to ot least werrant 2 thorough 
investigation of the feasibility or otherwise of the scheme, 
This brief does not attempt to pin-point the adoption of 
this idea to one particular plece or territerys 16 13 
merely an attempt to show in broad outline some of the 
adventages that would necessarily follow from the esteblish- 
ment of a National Herbour. These edvantages would eppear 
wOnDenerit not only. the. local economy of the Province, but 
also to offer to Canada at large 8 means whereby her trans- 
portation system oceanwise could be modernized, made more 
efficient, ond certoinly, more economical. 

It is submitted, that a thorough investigation of the 
project is well justified. If such investigetion disclosed 
that the idea was not feasible, no great harm would be done. 
If, on the other hard, it were found to be practicable, 
far-reaching results would follow to the general economic 
benefit of Condda and the provinces particularly. 

Newfoundland's position vis-a-vis Caneds as 2 whole, 
is somewhat anomalous. She is . isolated physically by 
virtue of the fact that she is an island. Unless there is 
@ great change in trading practices . she can never hope 
to obtein a market for her products on the mainland, 

Her trade has always, and must continue to be, with European 
countries generally, and because of this fact, her basic 
economy is naturally affected by the vicissitudes of inter- 
national es The Canedisn railway ststem can never 

be to Newfoundland whet it hes been to the rest of Canada. 
There it was the bond that bound 311 parts of the Dominion 


together, and there it provided the trede chennel through 
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which end over which the volume of trade ebbed and flowed 

from one section of Canada to another. Because of G5 

Cenada hes been cemented into a greet nation and has developed 
almost beyond expectation. But such can never be the position 
in relation to Newfoundlond; our trade can never flow West, 

end our goods must be trensported by water. Whatever the 

rates mey be and no matter what the concessions thot the 
Province may be able to goin by way of rate FEductION,; the 
fundemental foctor will Still exist: that Newfoundland must 
trade with the world, or starve, 

It thereore follows that her economy must be strengthened 
by development within herself of the noeturcl resources with 
which she may be blessed. This development can only come 
efter adequate Islend-wise transportotion is made available 
to her, ond the only wey that this cen be done is as @ com- 
ponent pert of the policy of development of Canade as 2 whole, 
whether from the Standpoint of the strengthening of military 
defences or the more efficient development of trensportation 
directed towards the industriel expansion of Canedian economy. 
Thet is why the idee of 2a Netionel harbour is stressed. 

Canade has welcomed Newfoundlend into Confederation, 
and having once ebsorbed her, she cannot ignore her, The 
impact federation upon her economy has been severe, It 
is true thet very materiel social benefits hove resulted 
from the alliance, but it is also tnue that Ceonada cannot 
offer to Newfoundlond 2 market for her noturel products. 
Unless Newfoundlend can sell in the world morkets the 
products of her fisheries, her forests end her mines, then 
she must languish and decoy, and become oan atrophied part 
of the Canadian body. This cannot be allowed to heppen 
Since she offfers to Canada, by her geogrephic position, 
advantoges end fecilities, which if developed, must of 


necessity mesult in her waxing strong enough to becoming 
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2 worthy pertner to the Conedisn Federation, 2 credit to those 
who conceived the ides of federation and a justification, not 
only to local sdvoeotes, but to those Conedions who were re- 
Sponsible for negoticting the terms of union. 

History wit) bell the tate end will record whether or Tot 
the ebsorption of Newfoundlend wes justified or otherwise. 

That history is now in tne making, end it is within the power 
of those chorged with the initiation of policy to sey whether 
or not Newfoundland is to be a worthy partner, prosperous and 
strong, 2 self-respecting unit in the C nadien federation. or 
at ene. as to retrogress to the point where her people must 
ebandon her, where her economy must be destroyed and « where 
She will be 2 mark of reprobetion to Canadian Statesmen end 
Canadion stetecreoft, 

This Commission has been good enough to visit our Island 
and to listen to our pless,. We heave endeavoured to put before 
you certain things which we think should be done in the interest 
of both parties to this deol. A recommendotion from this body 
must of necessity corry grest weights. It is the first 
officiel body that has visited our shores since the advent of 
Confederation, and we feel that you have looked upon us and 
upon our cause with sympathy. We ere sotisfied thet you will, 
when the time comes to formulate 24 report, endeavour to see 
Newfoundlend's point of view, ond to this end recommend thet 
Steps be taken to help her along the road. The government of 
Conada, whose child you are, cannot turn 2 deof esr to such re- 
command ations as you may make. If it does, then it will have 
Shown in edvance, 2 leck of sympathy with Newfoundlond's 
position, and a want of desire to help her to make the gerade. 
W. feel confident that this Board will insofer as it can, with- 
in the terms of reference, meet our requests and sec the 
justiification of our couse. We heve every confidence therefore, 


that Newfoundlend's case is in good hands. 
The Commission 
adjourned at 4.10 p.m. to meet on Thursday, May llth, 1950 
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